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Preface  
Over the past few years, a growing number of investors have sought to deploy capital 
in investments designed to generate social and/or environmental benefit as well as 
provide a financial return. The sources and uses of this capital vary widely, as do the 
participants in this emerging impact investing industry. However, the largest pools of 
capital, namely institutional asset owners, are often absent from conversations among 
self-identified “impact investors.” Institutional investors and the over $20 trillion in 
assets they control have the potential to play an important role in addressing the 
problems of our time.
Institutional investors are governed by rules and norms that can impede their 
participation in new or innovative investment vehicles; and institutional participation 
in impact investment markets is invariably tied to those public policies that shape and 
promote investment opportunities. Policy and regulation – while in and of themselves 
not a silver bullet – can play an important role in unlocking more institutional investment 
capital for greater social and environmental impact.
This report combines several elements that we believe must be part of a discussion about 
the role of public policy in unlocking institutional investment for impact. This includes 
an exploration and analysis of the unique opportunities and constraints faced by U.S. 
fiduciary investors, including relevant regulations. We also examine the different roles 
that policy can play in accelerating the development of impact investing practices and 
products. And finally – and most informatively – we offer insight and case studies about 
the current practices of institutional asset owners and service providers. In bringing these 
elements together, InSight and IRI have provided a framework for analysis that will 
stimulate important and productive dialogue among investors, policymakers, advocates, 
and other stakeholders. We look forward to your participation in that dialogue.
margot brandenburg, associate director, the rockefeller foundation 
Justina lai, associate, the rockefeller foundation
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about this research
Impact at Scale is the second report published by the Global Impact Investing Policy 
Project (the Project), a partnership between InSight at Pacific Community Ventures and 
the Initiative for Responsible Investment at Harvard University, which is supported by 
The Rockefeller Foundation.
The Project was created in 2010 to clarify the role of public policy in impact investing and 
to help investors, public officials, advocates, researchers and related communities better 
identify and support policies that lead to more robust and effective capital markets with 
intentional social and environmental benefits.
The Project’s first report, Impact Investing: A Framework for Policy Design and Analysis 
( January 2011), presented a model for considering the appropriate role for government, 
the points in the market at which intervention is warranted, and the criteria likely to 
determine policy effectiveness. In this report, we apply that model to one specific group of 
investors: large institutional asset owners in the United States.
Project Development  We researched and produced this report using an iterative 
strategy of market review, analysis and stakeholder engagement.
This strategy has included:
u Background research, including literature review and data gathering;
u In-depth, structured interviews with 35 institutional asset owners, investment 
management intermediaries and advisors;
u Informal discussions and stakeholder engagement with dozens of investors and  
related stakeholders throughout 2011; and
u Two workshops – the first with institutional asset owners at The Rockefeller 
Foundation in New York, June 2011, and the second with investment  
intermediaries and advisors at the Harvard Kennedy School, October 2011.
Objectives and Audience  In this report, we offer a policy perspective on impact 
investing by institutional asset owners. We also demonstrate that where funds invest for 
intentional social and environmental benefit, the government often plays a key role as 
underwriter, co-investor, regulator, procurer of goods and services, or provider of subsidies 
and technical assistance. Because public policy is ubiquitous in investment markets, 
government has an essential role to play in catalyzing a broader and deeper deployment of 
institutional assets to opportunities with public benefits.
We have designed Impact at Scale for three primary audiences:
u For public officials, the report showcases policies that have already leveraged 
significant volumes of capital for impact investing; highlights the importance of 
market interventions that support and complement the fiduciary obligations  
of investors; and offers a framework for thinking about how policy is best designed to 
effectively mobilize institutional capital;
u For investors, the report provides insight into public sector priorities and  
perspectives to support greater mutual understanding and the development of  
constructive cross-sector partnerships; and
u For advocates, the report identifies areas of policy activity that hold promise for  
additional innovation; and offers a framework to engage with policymakers and  
investors on those issues where institutional capital can effectively serve public  
purpose.
Impact at Scale is not a roadmap. We do not attempt to make concrete policy recommendations 
and have intentionally presented findings and conclusions that provide thematic, not 
prescriptive, direction. The creation or reform of specific government interventions requires 
a level of analysis and issue-specific engagement beyond the scope of this work.
Our hope is the report provides thorough but practical insights into the approaches and 
activities of the public and private sectors in institutional impact investing. We wish 
to drive dialogue among public, private, and civil society sectors to prepare the way for 
appropriate and transparent policy innovation that significantly advances the interests of 
fund beneficiaries and public purpose.
note: In this report, we concentrate on more narrowly construed impact investment policies like support for geographically 
targeted economic development or more energy efficient real estate investments. We have chosen not to focus on systemic 
policy interventions, such as carbon pricing or a financial transactions tax, that advocates may believe would support 
more sustainable and socially beneficial market behavior. However, we encourage impact investing advocates, investors, 
policymakers, researchers, civil society groups and other stakeholders to integrate targeted discussion of impact investing 
policy with systemic analysis of the role of markets in society. 
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1.  executive summary
Impact Investment – investment with the intent to create measurable social or 
environmental benefit in addition to financial return - has received increasing 
attention in recent years. This includes interest from policymakers drawn by both the 
promise of leveraging private capital to support public purpose and the opportunity 
to make better use of scarce resources to support important social benefits.
Institutional Asset Owners – such as pension 
funds, endowments, and insurers – are an especially 
important category of current and prospective impact 
investor, even if they are not familiar or do not self-
identify with the term “impact investing.” With total 
assets of over $20 trillion, these anchor investors play a 
fundamental role in the domestic U.S. and world capital 
markets. For advocates of impact investing, engagement 
of institutional asset owners is one key to growing markets 
that create measurable social and environmental benefits. 
Institutional asset owners can also help legitimize the 
field for asset management intermediaries, consultants, 
lawyers, and other service providers.
But institutional asset owners face specific legal 
requirements and a distinct investment culture that 
often constrain their ability to invest with impact. 
These barriers must be taken into account for the 
institutional role in impact investing to grow beyond 
the current limited activity, and careful coordination 
between policymakers and institutional investors will 
be essential in building private investment markets that 
deliver positive social impact.
The Culture and Practice of Institutional Asset Owners
When making investments, institutional asset owners 
follow the conventions of fiduciary duty and portfolio 
management, as well as the institutional structures 
that design and implement investment strategies. Such 
conventions include diversified portfolios, standardized 
forms of investment that exist at scale, benchmarks that 
determine how the broader market evaluates products, 
and, especially in recent years, relatively short time 
horizons for evaluating investment performance.
In practice, institutional asset owners share a similar 
approach to impact investing, acknowledging that all 
investments – whether impact is a consideration or not – 
meet the legal requirements, due diligence processes, and 
standard asset class-specific benchmarks for expected 
financial risk and return. These investments are also 
typically consistent with the services and product offerings 
supplied to the institution by its third-party advisors.
Environmental and social targets are rarely acknowledged 
explicitly as part of the institutional investment 
framework. From the perspective of institutional asset 
owners, impact investing – as an emerging field of investments 
with occasionally unconventional goals or value propositions 
– may look idiosyncratic, too small, or too new.
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At the same time, an existing track record of institutional 
investment with explicit non-financial intent can offer 
policymakers a history on which to draw. Various terminologies 
are used to describe these activities, from “responsible investment” 
and “Environmental, Social, and Governance (ESG) integration” 
to “economically targeted investing.”
We can point to two practices in particular that have shaped 
institutional investor participation in impact investing:
u Discrete targeting of ancillary social and environmental 
benefits within the context of investment products that 
otherwise resemble one another; and
u The incorporation of ESG analysis on the belief that long-
term financial performance is linked to positive social 
and environmental performance that mitigates risk and 
identifies opportunities often not reflected in short-term 
investment analysis.
u The range of institutional investment practices that target 
economic development, underserved communities, job 
creation, and environmental sustainability – often driven by 
public policies – offers a substantial base on which to build 
impact investing policy engagement.
A Policy Lens on Institutional Impact Investment
The public policy lens can provide a useful tool for examining 
institutional impact investing as the availability of capital from 
asset owners is closely tied to the public policy environment. For 
example, interpretations of fiduciary duty, defined by policy, can 
constrain investment by limiting real or perceived opportunities. 
But public policy can also encourage investment by supporting, 
for instance, tax credits that leverage private capital for investment 
in underserved communities or by creating investment 
opportunities that subsidize business enterprises delivering 
defined social benefits.
Our initial work on the role of government in impact investing, 
Impact Investing: A Framework for Policy Design and Analysis, 
described policy as intervening in three places: the supply of capital 
for impact investing; the demand for impact investing capital and 
availability of investment opportunities; and in directing existing 
capital toward investments with social benefit.
We can view these policies through a framework that identifies 
where government intervenes to shape investment outcomes.
u On the supply side, policies can direct how 
institutional asset owners can or should invest capital, 
setting the regulatory framework that governs investment 
decisions. Policies may also create co-investment 
opportunities that lend government credibility and security to 
impact investment.
u Policies that direct capital operate at the product 
or transaction level (i.e. at the “point of sale”), influencing 
markets primarily through incentives like tax credits and 
subsidies for industries and sectors that meet specific 
impact goals. Impact areas can include affordable housing, 
energy efficiency, transit-oriented development, urban or 
rural regeneration, health and wellness, and education. 
Other policies may mandate performance floors, like 
green building regulations or inclusionary zoning laws for 
affordable housing. Still others provide a related procurement 
preference. Policies that mandate transparency and reporting 
requirements are also included here.
SUPPLY DEVELOPMENT DEMAND DEVELOPMENTDIRECTING CAPITAL
Enabling
“corporate”
structures
Investment
rules and 
requirements
Taxes, subsidies,
reporting requirements
and intermediation
Co-investment Procurement Capacity building
GOVERNMENT INFLUENCE GOVERNMENT DIRECT PARTICIPATION
Policy framework
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POLICY STRATEGY USER FOCUSPOLICY PROBLEM
ENABLING INVESTORS
Markets of interest
are small
and unconventional
EXAMPLES
> Credit 
 guarantees
> Safe harbor
 provision
INTEGRATIVE INTERMEDIARIES
Asset owners have
limited capacity for or
limited interest in
impact investing
> Performance
 standards
> Tax credits
DEVELOPMENTAL INFRASTRUCTURE
No functioning
market for impacts
of interests
> R&D
> Technical
 assistance
> Convening
model for Policy engagement
u On the demand side, policies can boost investment  
opportunities through the development of sound, investable  
companies, projects, and intermediaries. These policies  
can help develop or grow impact-related industries through  
technical assistance, pilot projects or other supporting efforts.  
They can make existing investment products more financially  
attractive through credit guarantees. Or they may help 
identify institutions that create social benefits through  
certification systems. These policies also help to communicate 
the existence and suitability of impact investing opportunities.
The policy lens can help public officials, advocates, investors and 
other stakeholders identify potential interventions that balance the 
needs of institutional asset owners – for scale, comparability, and 
comfort – while ensuring the delivery of social and environmental 
benefits.
A Model for Policy Engagement
Our research suggests that it may be useful to think of three key 
strategies for using policy to catalyze institutional impact investment:
1. enabling: By making impact markets investable, policy  
can help deliver the impact objectives institutional asset  
owners care most about. Enabling policies primarily address  
the challenge of small, untested, or unconventional markets  
where the impacts are of interest to institutions. These  
policies focus primarily on investors themselves and would  
establish guarantees to reduce risk in unconventional  
markets or fiduciary safe harbor provisions that assure  
investment decisions are legally defensible;
2. integrative: By adding an impact element to 
traditional markets, policy can expand the universe of impact 
nvestments suitable for institutional asset owners. Integrative 
policies primarily address the challenges of insufficient 
opportunities for investors to deploy capital for ancillary 
social and/or environmental benefit, and the lack of interest 
or capacity on the part of investors. Integrative policies target 
established intermediaries and would provide performance 
standards mandating social and environmental criteria, like 
green building standards, or tax credits to bolster the risk/
return characteristics of investments; and
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3. develOpmental: By developing market ideas and  
infrastructure, policy can build a pipeline of future impact  
investing opportunities for institutional asset owners.  
A developmental strategy is needed when markets are  
undeveloped or non-existent but impacts might be of interest 
moving forward. Developmental policies generally target 
the underlying infrastructure of nascent markets through 
support for research, technical assistance for prospective 
investees and their service providers, and convening key 
stakeholders to facilitate knowledge sharing.
As with all government interventions in impact investing, a 
balance must be struck between a policy’s fidelity to an explicit 
public purpose and the risk that the intervention does more 
harm than good. To serve the public interest, government must 
ensure the policy is well targeted, transparent, and implemented 
efficiently at the appropriate scale and for the right duration.
Policies should also be designed not to reduce effective private 
investment or become subject to regulatory capture. In preparing 
to reform policy, government should ensure these questions 
are answered by engaging key stakeholders in the process and 
coordinating with other policies and agencies of interest.
Current practice and an evolving understanding of long-term 
value creation demonstrate a growing willingness and capacity 
on the part of institutional asset owners to seek social and 
environmental value through investments. Public policy can build 
on this practice to support institutional impact investing at scale.
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In discussing the relationship of impact investing, public policy, 
and institutional asset owners in the U.S., we highlight the 
following topics:
u The role that public policy plays in shaping institutional 
investment in impact investing;
u How policies can make impact investment opportunities 
investable and ensure existing investments have positive 
social or environmental benefits; and
u Opportunities for policy development to catalyze institutional 
asset owner interest and investment for social impact.
We hope to inform an approach to public policy development 
that matches the needs of institutional investors in the U.S. with 
the promise of impact investing to address crucial social needs. 
Supportive policies have been consistently identified as critical to 
the acceleration of the impact investing industry, including most 
recently in a 2011 survey of over 50 investing organizations by the 
Global Impact Investing Network and JP Morgan1. The finding 
comes in the wake of a number of influential research reports 
targeted to institutional investors and focused on the essential 
role of policy, particularly in environmental markets.2
Why U.S. Institutional Asset Owners?
We concentrate on institutional asset owners as a class of investors 
for several reasons:
u Large asset owners are potential sources for significant sums 
of investment capital and therefore might be seen as agents 
who can bring impact investing to scale in developing track 
records and deals.
u The entry of large asset owners into the impact investing 
market can, apart from their own investment, catalyze other 
investment by legitimizing the field for asset managers, 
service providers, and other investors.
u Institutional asset owners share legal requirements and 
a distinct investment culture that govern their service to 
beneficiaries.
u U.S. pension funds and endowments have a specific history  
with a variety of socially-and environmentally-oriented  
investment strategies from which the impact investment  
community can learn. These strategies fall under various 
labels such as responsible investment, mission investment, 
social investment, sustainable or green investment, or 
economically targeted investment.
We have chosen the additional geographic focus on U.S.-
based institutional asset owners for the purposes of our policy 
analysis. While there are varying levels and types of policy that 
affects their participation – local, state, regional, national, and 
international – these asset owners are governed by a specific set 
of regulations most of which are specific to the U.S. context. 
2.  introduction
Large institutional asset owners including pension funds, endowments and insurers 
are one compelling group of investors who can help bring impact investing markets 
to scale. In this report, we look at public policy as a tool for helping policymakers, 
investors, civil society organizations, researchers and other stakeholders leverage 
institutional private investment for public good. 
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Operating within this context makes them distinct from other 
asset owners internationally and other investors domestically, 
though the lessons of engaging U.S. investors will apply to many 
areas around the globe.
In recent years, substantial attention has been devoted to the role 
that institutional investors should play in, for instance, shaping 
financial market responses to large scale environmental and 
social trends including climate change, resource scarcity, mass 
urbanization, demographic change, and wealth inequality. In 
this report, we hope to contribute to this discussion by paying 
particular attention to the role that institutional investors can play 
in investment strategies that specifically target outsized social and 
environmental performance that can be identified and measured.
The Institutional Investment Context: Challenges 
for Impact Investing Policies to Address
Institutional asset owners approach the investment and 
administration of their funds within the constraints of fiduciary 
duty, current interpretation of portfolio theory, and the 
complexities of executing investment strategy through third-party 
service providers. To understand how to engage this community 
through public policy, we have to understand the context in which 
they make their decisions.
Institutional investors are obligated by the standards of fiduciary 
duty to place the interests of fund beneficiaries – both present 
and future – above their own, and to consider only the interests 
of beneficiaries when making decisions. Whether or not they 
consider impact, they are still bound by these legal requirements 
and due diligence standards.
In practice this has led to the emergence of a set of conventional 
portfolio strategies and investment beliefs that lead to similar 
patterns of investing across institutional asset owners. Perhaps 
the most prominent intellectual current driving institutional asset 
owners is Modern Portfolio Theory, a set of assumptions about 
market efficiency and the correlation of financial performance 
among asset classes that has had profound implications for how 
investors allocate their resources
Modern Portfolio Theory (MPT), as currently implemented, 
evaluates investments on a limited number of factors, and has 
encouraged funds to benchmark the performance of fund 
portfolios with conventional, asset class-specific measures that 
compare investment risk and return. While benchmarks have 
become important tools for assessing performance, they may also 
cause conformity among a vast number of investors. Benchmarks 
have a tendency to favor standardized opportunities over 
innovative ones, and short-term investment performance over 
long-term sustainable wealth creation. To the extent that impact 
investments look too new, idiosyncratic, or niche, they may be 
disfavored by typical portfolio strategies.
A different barrier to impact investing emerges from the way 
that investment strategies are delegated. Most institutional asset 
owners manage their investments working in close concert with 
external investment advisors and intermediaries, while a smaller 
number of funds use internal staff. Whether managed internally 
or externally, asset owner trustees determine investment strategies, 
most often with the advice of investment consultants, and delegate 
the execution to staff or external service providers.
Delegation grants substantial control to staff, consultants, and fund 
managers over both the investment decisions that trustees make 
and the communication of those decisions to stakeholders. Agency 
issues involved in governing complex service provider relationships 
are vital to determining how investment performance is achieved, 
managed, and evaluated. To the extent that those incentives disfavor 
the consideration of social benefit, the asset owner institutional 
structure will hinder the uptake of impact investing.
Finally, there is the problem of scale. If the promise of institutional 
asset owners is bringing capital at scale to impact investing, it is 
also a challenge – investment opportunities must be of a sufficient 
size and structure to attract investor interest.
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An Evolving Understanding of Fiduciary Duty 
and Portfolio Strategy: An Opportunity on Which 
Impact Investing Policy Can Build
A number of recent reports chronicle how the standards that 
govern institutional investment have evolved over time, and 
highlight that conceptions of fiduciary duty are not set in stone. 
Rather, changing realities and understandings of the world 
augment legal and conventional views of a trustee’s fiduciary duty 
to beneficiaries. Indeed, the range of conventional investment 
strategies has itself changed dramatically over the years. Whereas 
in the past public equities were deemed too risky a product for 
institutional portfolios, now diversification into new asset classes 
and product types is the norm.
These changes highlight the opportunities for including impact 
investing in institutional practice. A growing body of research 
and investment practice focuses on the explicit integration 
of environmental and social issues into investment policies 
and strategies. Terms used to describe these activities include 
“responsible investment,” “Environmental, Social, and Governance 
(ESG) integration” and “economically targeted investing”.
Recent work on fiduciary duty and responsible investment has 
emphasized the importance of ESG factors in portfolios with 
long-term time horizons.3 Issues such as climate change that pose 
substantial long-term risks are receiving special attention. For 
instance, the 2005 Freshfields report from the UN Environmental 
Programme Finance Initiative found that given existing 
regulations and case law, investors can take ESG considerations 
into account so long as they are “motivated by proper purposes 
and do not adversely affect the financial performance of the 
entire portfolio.”4 The report also highlighted that considering 
social and environmental impacts could be considered part of a 
diversification strategy.
Drawing from a related tradition, economically targeted 
investments, or ETIs, have a substantial history of participation by 
U.S. institutional asset owners. ETIs target financial return to the 
fund as well as economic growth or some other ancillary benefit 
in areas related to beneficiaries. They have traditionally targeted 
investment in underserved regions or communities, often on 
the argument that there are “emerging domestic markets” where 
investment opportunities can be linked to social benefits.5
As one example, in 2008 the Florida legislature passed a bill 
allowing 1.5 percent of the Florida Retirement System’s $130 
billion fund to be invested with in-state businesses in technol-
ogy and other growth sectors. The state recognized that invest-
ments by the Florida pension fund in high growth areas had the 
potential to provide economic benefit to the state as well as offer 
market rate returns for the fund.
Institutional asset owners who consider ETI investments typically 
ensure that these opportunities match benchmarks on a risk-
adjusted financial basis and are acceptable exclusively on their 
merits as financial investments, apart from any collateral benefits.
By preserving a focus on the due diligence process and by 
emphasizing the financial performance of investments, asset 
owners held to fiduciary duty standards have successfully 
integrated ESG and ETIs into their investment policies. Often 
driven by public policy, these practices offer a substantial base on 
which to build impact investing policy engagement.
In sum, this paper is designed to facilitate effective policy making 
that catalyzes impact investment from institutional asset owners. 
The sections that follow respond to these key points:
u Institutional asset owners offer the potential for capital at 
scale, though carefully crafted public policies are likely  
necessary to achieve this potential;
u To be successful, policy must take into account the rules and  
conventions that guide institutional investment practices; and
u There is a relatively robust body of practice on which impact  
investment policy can build.
We hope this paper helps frame productive conversations 
among policymakers, investors, researchers, and advocates, on 
how to successfully bring institutional capital to better serve 
public purpose.
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Though impact investments remain a relatively small 
component of the overall institutional market, there are 
numerous examples of asset owners that invest with explicit 
social benefit. Areas of focus mentioned in the policies of 
some asset owners include:
u Assisting the regional economy;
u Promoting economic wellbeing of the state, its 
localities, and its residents;
u Creating jobs and promoting economic opportunity;
u Providing capital in areas inadequately served by the 
market;
u Revitalizing neighborhoods; and
u Fostering environmental sustainability.
Those foundations that engage in mission or impact 
investing often have very specific social or environmental 
focuses, which are based on their institutionally defined 
mission.
Institutional asset owners are the largest investors in the 
world, with over $20 trillion in funds under management. 
The group includes private and public pension funds, 
private and college endowments, and insurance companies. 
All of these investors are entrusted to invest capital on 
behalf of beneficiaries, whether they be current and future 
retirees, donors and the public more broadly, or current 
and prospective recipients of claims and annuities.
The breakdown of institutional assets in the U.S. is roughly 
as follows:
ASSETS
$15.3 trillion
$6.1 trillion
$400 billion
$590 billion
SOURCE
Towers Watson6
International Financial
Services London7
Responsible 
Endowments Coalition8
Foundation Center9
INVESTOR TYPE
Pension funds
Insurance companies
College/university
endowments
Private foundations
TOTAL $22.4 trillion
The U.S. Market for Institutional Asset Owners
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3.   a Policy framework for institutional imPact investing
In the context of impact investing, we can think of public policies as a set of tools 
used to catalyze private investment in impact areas and to ensure this activity delivers 
the social benefits it promises. A variety of policies can help achieve these two goals.
For instance, policy can:
u Reinforce the validity of impact investing through 
interpretations of fiduciary duty;
u Set impact standards that private investors can target;
u Provide financial or reputational incentives for  
social benefit;
u Direct capital to invest with ancillary goals in mind;
u Set regulatory floors for acceptable social and  
environmental performance;
u Integrate performance standards in public investment and 
procurement policies;
u Provide support for the creation of new intermediaries and 
products;
u Create disclosure and transparency requirements on  
social impact issues; and
u Disseminate information on the social and financial 
performance of impact investments.
Successful public policies can channel capital toward investments 
with positive social impact, opening the door to engaged 
investors and increasing the impact of their investments. On the 
other hand, poorly designed or implemented policies may create 
barriers to investments with public benefit or reward investment 
activity that creates no additional or negative social outcomes.
Though relatively few policies in the United States have addressed 
impact investing by name, different types of policies have 
promoted targeted investment. Several state-based economically 
targeted programs focus on job creation, infrastructure, or 
housing. Issue-based policies can mandate divestment from 
countries that policymakers find controversial, such as Sudan. 
Internal Revenue Service allowances for program-related 
investments by foundations allow for below-market investments 
that create social benefit to count toward a foundation’s 5% 
annual required payout.10
Other policies have targeted asset managers. The Community 
Reinvestment Act, for example, targets banks and mandates 
investment in underserved areas where banks operate. The Low-
Income Housing Tax Credit has opened the door to investment in 
affordable housing, helping to build a market for public benefit in 
real estate. Policies like Montana’s Renewable Portfolio Standard 
help direct capital toward investments in renewable energy.11
In some cases, successful interventions involve multiple policies 
to catalyze impact investment in sectors deemed of particular 
public value. For example, the Healthy Food Financing Initiative 
– a joint project of the U.S. Departments of Agriculture, Treasury, 
and Health and Human Services – includes a $400 million mix 
of tax credits, below-market rate loans, loan guarantees, and 
grants (including technical assistance). This mix of interventions 
is intended to support and encourage investment in a range 
of community development financial institutions (CDFIs), 
nonprofits, and businesses that are working to address the 
absence of healthy foods, so called “food deserts,” in American 
communities.12 These interventions are paired with educational 
efforts for potential consumers that help shape the market for 
healthy foods.
By applying a policy lens to institutional investors in the U.S., 
we offer a framework for thinking about the most useful policy 
tools to engage this community. Our goal is to offer a relatively 
robust account of the range of policy interventions that may 
support impact investment. These polices run the gamut from 
the rules governing market activity, to direct government outlays 
that change the risk/return profiles of investments, to educational 
activities that reduce the transaction costs for finding and 
underwriting impact investment opportunities.
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Applying the Framework
The following sections lay out the framework for impact investing 
and public policy as they relate to the institutional asset owner 
community. The material is organized by supply side, directing 
capital, and demand side policies.
Expanding thE Supply of impact invESting 
capital
Policies that affect the supply of capital available for impact 
investing fall into two general categories. The first category 
includes regulations that mandate how institutional asset owners 
SUPPLY DEVELOPMENT DEMAND DEVELOPMENTDIRECTING CAPITAL
Enabling
“corporate”
structures
Investment
rules and 
requirements
Taxes, subsidies,
reporting requirements
and intermediation
Co-investment Procurement Capacity building
GOVERNMENT INFLUENCE GOVERNMENT DIRECT PARTICIPATION
Policy framework
Administrative rulemaking by government agencies can 
impact the willingness and manner by which institutional 
investors consider investments with ancillary impacts. To 
complicate matters, rules can change and evolve with changes 
in administrations. For example, the Employee Retirement 
Income Security Act (ERISA), enacted in 1974 and regulated 
by the U.S. Department of Labor (DoL), established standards 
of conduct for pension plan fiduciaries. The act legally required 
fiduciaries to manage these plans to maximize financial return 
“for the exclusive purpose of providing benefits to participants 
and their beneficiaries.”13
Although ERISA did not explicitly prohibit plan managers 
from considering additional factors beyond financial return, 
many shied away from such investments for fear of violating 
their fiduciary duties. In 1994, the Department reinterpreted 
ERISA hoping to encourage more targeted investment by 
institutional investors. It ruled that selecting an ETI would 
not violate fiduciary duties as long as the investment provided 
the same rate of return at the same level of risk to comparable 
investments available to the plan.14 Economically targeted 
and other impact investments by pension plans increased 
after this point.
However, a change in administrations and political orientation 
led to a re-reinterpretation of ERISA by the DoL in 2008 
that established the so-called “rigid rule.” This new rule 
narrowly interpreted ERISA, stating a fiduciary must only 
consider the economic interests of the plan when making 
investment decisions. Investments with a secondary purpose 
other than financial return could be considered only if they 
were “economically indistinguishable” from investments 
that satisfy primary obligations.15 Anecdotal evidence from 
recent surveys suggests this reinterpretation of ERISA may 
have inhibited some plan managers from considering impact 
investments due to uncertainty around the standard.16
ERISA and the Department of Labor
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can or should invest capital; the second comprises co-investment 
opportunities in which public investment leverages private 
market participation.
suPPly develoPment
Rules and Regulations Governing the Investment  
of Institutional Assets
Rules and regulations that govern investments by institutional 
asset owners exist at a national and state level and vary by type 
of asset owner. These rules and regulations – both legislative and 
administrative – range from the vague to the specific, and they 
can change based on how they are interpreted, implemented, and 
overseen. They can mandate certain investment strategies, or, more 
generally, constrain or allow for the incorporation of ancillary 
social benefits into the investment decision-making process.
Policies related to fiduciary duty can play an important role in 
creating real or, just as important, perceived legal risk for engaging 
in impact investing. Therefore, interpretations of fiduciary duty 
are a common focus for institutional asset owners and the legal 
and investment advisors who work for them.
Certain laws and regulations, such as those in Nevada and Alaska, 
allow state pension funds to invest up to a certain percentage of 
assets in specific impact categories, such as for in-state economic 
development or other social and environmental goals. These 
new rules and regulations offer clear guidance for specific forms 
of impact investment, and they function for asset owners like 
Community Reinvestment Act legislation does for banks.
Even the prospect of regulation can help develop impact 
investing markets. In California and New York, for instance, the 
life insurance industry has developed the California Organized 
Investor Network and the Life Insurance Council of New York 
to promote community investment in lieu of legislation such as 
the CRA. In Massachusetts, the Life Initiative was formed by 
the insurance industry for similar purposes through negotiations 
with the state over the insurance industry’s tax burdens.
Leveraging Federal Dollars – Invest 
Michigan! Mezzanine Fund
In 2011, the federal Small Business Administration 
(SBA) established a five-year, $1 billion Impact 
Investment Initiative, co-investing public funds with 
institutional investors to promote small business 
growth in underserved communities. This initiative is 
intended to bring together public resources with private 
capital and engaged fund managers to provide funding 
for place-based or sector-specific impact investments. 
The SBA is repurposing a segment of its long-standing 
Small Business Investment Company (SBIC) program 
to invest in and develop those funds that allocate at 
least half their investments to high-impact areas, such 
as low to moderate income communities, clean energy, 
and education.
In July 2011, the InvestMichigan! Mezzanine Fund 
became the first licensed fund under this initiative.17 
The SBA is co-investing with Michigan Growth 
Capital Partners, an investment partnership of the State 
of Michigan Retirement Systems, Dow Chemical, and 
InvestAmerica. The $130 million fund comprises $80 
million from the SBA, $35 million from Michigan 
Growth Capital Partners, and an additional $15 million 
from Dow, which is headquartered in Michigan.
As its name suggests, the fund will provide $5 
million to $15 million in mezzanine debt or equity 
to cash-flow-positive companies with $20 million 
or more in annual revenue. Qualifying companies 
must be headquartered in Michigan, have a 
significant presence in the state, or plan to expand 
or relocate there. Targeted investments may include 
industrial manufacturing, business services, health 
care, technology, and consumer products.18 As of 
November 2011, the fund had made investments in 
a 14-year old information technology company and 
a 68-year old advanced manufacturing company, both 
based in Michigan.19 
EXAMPLES
ERISA
Infrastructure Bank, SBA Impact 
Investment Fund
POLICY TYPE
Rules and regulations
Co-investment
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While certain regulations can help catalyze impact investing, 
many of these often have no clear mechanisms for enforcement. 
For instance, many state ETI mandates go unfulfilled with no 
penalty, limiting their effectiveness. Advocates must also consider 
whether new rules and regulations will create undue burdens that 
limit investment opportunities.
Co-investment
Co-investment opportunities, which involve investing private 
capital alongside public dollars, often take the shape of formal 
public-private partnerships, particularly at the scale necessary 
for institutional asset owner investment. By demonstrating 
government commitment, co-investment can reduce the real or 
perceived financial risk of the investment.
Government co-investment through a vehicle like an infrastructure 
bank can leverage private capital to expand available resources for 
creating public goods. The proposed National Infrastructure Bank 
would leverage $10 billion in public funding to attract long-term 
private capital for needed infrastructure investments in energy, 
transportation, and water at a 2:1 match. Proponents hope that 
the initiative will create quality jobs while developing necessary 
public infrastructure.20 Another example is the Overseas Private 
Investment Corporation’s (OPIC) recently launched impact 
investing financing initiative, which is providing $285 million to 
six impact investing funds in emerging markets. These investments 
will address impact areas such as job creation, health care, 
environmental protection and climate change, and are intended to 
leverage an additional $590 million in private investment.
Co-investments offer the potential for scale because public 
investment, like that of institutional asset owners, may favor big-
ticket investments with longer time horizons.
However, many complications exist that can impede building well-
crafted funds and deals. In addition, the potential for subsidizing 
unproductive activity or the perils of regulatory capture by private 
market participants are real investor concerns.
dirEcting capital to impact invEStmEntS
Policies that direct capital often function largely at the product 
level by affecting the terms or price of a transaction at the “point of 
sale”. As the table below indicates, these policies may do anything 
from subsidizing specific outcomes to employing government 
procurement to shape markets. Impact areas that have seen policy 
development for directing capital include affordable housing, 
energy efficiency, transit-oriented development, urban or rural 
regeneration, health and wellness, and education.
directing caPital
Tax-Related Policies and Subsidies
Tax credits and other subsidies can create incentives for specified 
social outcomes, and they tend to focus on investment funds 
or deals in which institutional investors may participate. For 
example, the New Markets Tax Credits (NMTC) program gives 
individuals and corporate investors tax credits against their federal 
income tax return in exchange for making equity investments in 
certified operating businesses and real estate projects in low-
income communities.21 NMTC is a prominent component of 
many community investment real estate deals.
Tax credits help to make geographic markets, industries, or sectors 
more investable by changing the financial calculations that asset 
owners make. However, as tax credits involve direct government 
outlays – primarily through foregone tax revenue – they may be 
politically unstable, especially in times of economic hardship. This 
instability should be of particular concern for institutional asset 
owners who invest with long-term time horizons. The existing 
public funding cycle for renewable energy production, which 
requires frequent Congressional reauthorization, has discouraged 
asset owner participation in the market because of political risk.
EXAMPLES
Low Income Housing Tax Credit, 
New Markets Tax Credit, 
Healthy Food Financing Initiative, 
Build America Bonds
Montgomery County inclusionary 
zoning, SEC climate change reporting 
requirements
General Services Administration 
Green Building Requirements
Portland State University reporting 
standards for the Economic 
Development Administration
GOVERNMENT POLICY
Tax credits and subsidies
Rules that set social
performance floors
Procurement
Information Provision:
Research and Transparency
appendix d includes a more detailed overview of the 
numerous policies that direct the capital of state 
pension funds to particular places where economic 
development is a priority for policymakers, as well as 
those which preclude such investments.
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At the same time, credits and other subsidies must be carefully 
targeted toward positive social impact, so as not to reward market 
activity that would be undertaken anyway or encourage rent-seeking 
among politically-connected intermediaries. Policymakers must 
develop mechanisms to monitor implementation and enforcement, 
as institutional asset owners are unlikely to perform this function.
Finally, from the perspective of institutional asset owners, tax credits are 
often by definition indirect paths toward leveraging capital. For institutional 
asset owners that are tax-exempt, tax credits hold little interest unless they 
can be used for leverage or risk mitigation in taxable deals or funds.
Solar Energy and the Business Energy Investment Tax Credit (ITC)
Several types of incentives are available for encouraging 
renewable energy production in the United States, ranging 
from corporate and residential tax credits, to subsidies and 
grants for installation, to lending and procurement standards. 
These policies exist at the local, state and federal level, and 
they have played an important role in spurring the growth 
of renewable energy industries in the U.S. by mandating 
or adjusting incentives for the use and development of 
renewable technologies. They often build on each other to 
create an ecosystem of policies that support the growth of 
nascent companies.
The Energy Policy Act of 2005 is one such policy that has 
incentivized the development of solar energy over other 
non-renewable sources. The Act created a federal investment 
tax credit (ITC) incentive for solar energy equal to 30% of 
expenditures on commercial and residential solar energy 
systems. Initially applicable for only two years, the tax credit 
was extended for an additional year with the Tax Relief and 
Health Care Act of 2006, and again for eight years in 2008 with 
the Emergency Economic Stabilization Act. This last version 
also allowed utilities to qualify for the tax credit. Between the 
creation of the ITC in 2006 and year-end 2010, U.S. solar 
manufacturing capacity quadrupled, with the vast majority 
of growth in 2009 and 2010. While not solely responsible 
for the market expansion, the ITC was a substantive driver 
and policy certainty provided by the eight-year extension has 
helped to catalyze private investment in the field.22
Expanding the Market for Fixed-Income Products: Build America Bonds
One approach to creating markets for institutional impact investing is to enhance the return of existing products so they meet 
institutional needs. The 2009 American Recovery and Reinvestment Act (ARRA) developed Build America Bonds (BABs), 
taxable bonds that aimed to catalyze investment in municipal projects to stimulate the economy and create jobs during the 
recession. The key provision in BABs was a federal subsidy paid to the issuing municipal or local authority equal to 35% of 
interest costs, which allowed state and local governments to offer an attractive interest rate to investors while reducing the cost 
of borrowing funds. The federal subsidy supporting BABs helped issuers develop bonds with a return higher than comparable 
tax-exempt bonds while lowering borrowing costs. This structure was able to attract institutional investors interested in the 
bonds’ return as well as tax-exempt organizations such as pension funds and endowments that do not benefit from tax-exempt 
bonds. Over the two year span of the program, $181 billion of BABs securities were issued across the United States, saving 
state and local governments an estimated $20 billion in interest. While the program was successful in engaging the broader 
institutional investment market, it is less clear whether or not the BABs program contributed to the development of public 
purpose projects that would otherwise not have been executed.23
20 imPact at scale
Rules that Set Social Benefit Performance Floors
Policies that build social benefit into conventional business 
operations create a de facto impact investing market in which 
institutional asset owners participate. These policies have the 
advantage of leveraging greater sums of capital than those more 
narrowly targeted to individual investor participation.
Such rules and regulations are often associated with issues like 
fair labor standards. The Davis-Bacon Act of 1931, for instance, 
mandates the payment of prevailing wages to workers on 
public projects. Critics may argue that the act creates barriers 
to investment by raising labor costs on infrastructure and other 
investment; on the other hand, to the extent that quality job 
creation is seen as a positive social impact, setting a prevailing 
wage floor can be seen as an impact investing policy.
Efforts that operate on similar principles include mandates by 
local communities that new and existing buildings meet minimum 
environmental performance standards or inclusionary zoning laws 
that require a certain percentage of affordable housing in multi-
family residential development. These types of mandates can play 
a significant role in driving market behavior and catalyzing the 
development of businesses that respond to demand for impact 
investing products like  affordable housing funds.
These examples highlight a set of significant issues with regard to 
institutional asset owners. Regulations that set performance floors 
are meant to shape markets so will depend on market participation. 
Policymakers will need to balance the private financial interests 
of investors against the potential public goods that performance 
floors can create.
Inclusionary Zoning in  
Montgomery County, Maryland
One of the most common examples of performance floors is in land use policies and the use of inclusionary zoning mandates to 
create affordable housing. Montgomery County, a large and affluent county in the Washington, D.C. metro area, implemented the 
first inclusionary zoning policy in the U.S. in 1974. Inclusionary zoning mandates or incentivizes the development of affordable 
housing alongside market-rate housing, thereby increasing the availability of residences for low income and working families. 
Since 1974, Montgomery County’s Moderately Priced Dwelling Unit (MPDU) policy has produced over 10,600 affordable 
housing units. To address the financial ramifications for developers, who are obligated to include affordable housing, the County 
set up a density bonus that allowed the developer to build more housing units on a specified plot of land than local zoning 
regulations usually allow. For developers, this bonus effectively subsidizes the fixed costs of development.
The additional involvement of low-income tax credits or tax-exempt bond financing in many of these projects has attracted 
institutional investors. Without MPDU, it is likely there would be fewer affordable housing units in Montgomery County and 
consequently fewer opportunities for institutional investors to invest in the sector.26
The market for energy efficient buildings has seen a 
substantial increase over the last ten years thanks, in 
large part, to the development of the United States 
Green Building Council’s (USGBC) Leadership 
in Energy Efficient Design (LEED) standards. 
Certification signals to prospective tenants and owners 
the building’s superior environmental performance.
Over time, LEED standards have been incorporated 
into a number of municipal building regulations, 
significantly impacting the green building market. For 
instance, San Francisco’s Green Building Ordinance will 
require major commercial buildings – defined as those 
over 25,000 square feet and 75 feet tall – to achieve the 
relatively high level of LEED Gold certification.24
These sorts of land use regulations play a similar 
role as incorporating environmental standards into 
procurement policies. A number of federal agencies 
have also adopted LEED standards in building and 
leasing guidelines. Among the most notable is the 
General Services Administration (GSA). The GSA 
is the largest civilian landlord in the U.S., and the 
incorporation of LEED standards into its procurement 
policies has sent an important market signal about the 
value of certification.25
San Francisco’s Green Building 
Ordinance
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Information Provision: Research and  
Transparency Regulations
Government-sponsored research into impact investment can 
help clarify for investors where opportunities exist. Research on 
definitions, metrics for assessing impact, investment performance, 
and other information gathering efforts can help provide valuable 
background, crucial for this nascent field.
This type of research can help institutional asset owners overcome the 
process-related barriers when evaluating and selecting impact investments, 
especially for those investors who have not previously engaged in this area.
Rules that promote transparency of social impact performance by 
businesses can also help direct capital to impact investing by giving investors 
the information they need to incorporate ESG information into their 
decisions. Transparency has been a particular concern for the responsible 
investment community, which often advocates for efforts to improve social 
performance reporting standards for publicly traded companies.
Research, standard-setting, and transparency initiatives all must be 
carefully coordinated with investor needs and culture if they are to be 
effective. Information that cannot be adapted to investment strategies 
and decisions is unlikely to change investor behavior. Careful 
onsideration of the stakeholders who will use the information – asset 
owners, fund managers, consultants, policymakers, or community 
groups – is key to making these policies effective.
Public Procurement Standards
Purchasing by federal, state and local public agencies accounts for around 
ten percent of U.S. gross domestic product.28 Incorporating social impact 
standards into procurement policies can use direct government investment 
to privilege products or services that create positive social impact.
Preferential purchasing, as such procurement policies are often 
termed, has been used successfully for decades to support women 
and minority-owned enterprises, driving business to them and 
increasing their need for growth capital. These policies can also 
promote green purchasing in areas like real estate, energy efficiency, 
waste, and clean energy. They have also been used to target specific 
geographies, a direct government investment counterpart to 
economically targeted investments from pension funds.
Procurement policies can be difficult to design and reform, however. 
They involve complicated operational processes, significant 
entrenched supplier relationships and interests, and a 
purchasing culture that may prioritize short-term economic 
considerations and cost competitiveness over long-term impact.
Procurement as a Market Development 
Tool: U.S. Army and Renewable Energy
The U.S. military has been a major force behind the 
commercialization of products, such as the Internet and 
GPS systems, which had clear initial military purposes 
but expanded public uses. Recent policy initiatives 
around renewable energy – for energy security, safety 
of military personnel, and military efficiency reasons – 
suggest that the market for clean energy may also be 
spurred on by military procurement.
The 2007 National Defense Authorization Act 
requires that 25% of the Department of Defense’s total 
electricity usage come from renewable energy sources 
by 2025. To meet this requirement, the U.S. Army 
created an Energy Initiatives Task Force in August 
2011 to collaborate with the private sector to invest in 
large-scale renewable energy projects on Army land. 
The Army will lease land to private developers to build 
renewable energy installations, and will provide stable 
demand for the electricity by entering into 20- to 30-
year power purchase agreements.
To meet its 2025 targets, the Army estimates that it 
will need to generate 2.1 million megawatt-hours of 
clean power annually, which will require $7.1 billion in 
private investment.29
Security and Exchange Commission 
Climate Change Disclosure 
Requirements
In January 2010, the SEC released interpretive 
guidance for corporate reporting in the U.S., requiring 
public companies to take into account the impacts of 
climate change-related laws, regulations, and physical 
developments – such as rising sea levels – when determining 
what information to include, particularly as they relate to 
material risk. This new disclosure requirement changed 
not only the information available to investors who were 
concerned about climate change, but also the internal 
operations of publicly traded companies who were now 
required to consider the implication of climate risk, even 
if at a superficial reporting level.27
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Building dEmand for impact invEStmEnt By 
inStitutional invEStorS
Just as public policies can build the supply of capital from 
institutional asset owners for impact investing, they can also 
increase demand from investees for institutional capital. Policies 
can also help develop or scale an industry’s subsectors or practices 
that have positive impact through a number of mechanisms: 
developing technical assistance and pilot projects; making existing 
products more financially attractive through credit guarantees; or 
identifying and building reputational value for organizations that 
create social benefits through certification systems or educational 
initiatives.
Demand development can involve longer-term efforts to grow 
investment opportunities, with the attraction of institutional 
capital as a final outcome of the process. But during this process, 
publicly sponsored educational programs can highlight the ideas 
and practice of impact investing currently underway to unfamiliar 
audiences, including institutional investors.
Demand development policies assist in the creation of 
impact investment products suitable for institutional asset 
owners and help communicate their existence and suitability.
demand develoPment
In newer industries, policies pertaining to grant funding, 
technical assistance, or pilot programs can help businesses 
and funds scale to a level that makes them ready to accept 
institutional investor capital. Educational and communications 
efforts, such as those undertaken by the recently created White 
House Office of Social Innovation, help familiarize institutional 
asset owners with investment opportunities. We describe these 
various demand development activities in the following sections.
Certification and Educational Programs
Certification programs like Energy Star can build consumer 
demand for energy efficient products, from appliances to buildings, 
in a way that creates demand for green investment strategy that 
can lead to institutional investment. Certification as a Community 
Development Financial Institution offers an easy rule of thumb for 
mission driven investors to target investment intermediaries with 
credible positive social impact, for instance.
Impact investing as a general topic, as well as specific impact 
investing sectors, have seen recent attention from a variety of 
governmental organizations. The Community Affairs Divisions of 
the Federal Reserve Board’s regional offices have taken on specific 
sectors – community investment, affordable housing, health, rural 
investment, and green buildings, among others – in ways that have 
connected policymakers, investors, researchers, and other advocates. 
These programs help cultivate a favorable climate for impact 
investing, and can serve as a point of entry for institutional asset 
owners who have yet to be exposed to the field.
White House, Department of State, 
Small Business Administration, 
Environmental Protection Agency, and
Economic Development Agency programs;
Energy Star Certification
Community Development Financial 
Institutions Fund technical assistance grants
Department of Energy
credit enhancements
Certification and 
education
Capacity-building and 
technical assistance
Credit guarantees and 
enhancements
EXAMPLESGOVERNMENT POLICY
Building Assessment Tools through 
Federal Grants – Portland State and the 
EDA
The government can promote impact investing by 
supporting the development of tools that allow investors, 
stakeholders, and policymakers to better design and 
determine the impact of economic development efforts. 
In 2010, the U.S. Commerce Department’s Economic 
Development Administration (EDA) provided a 
$495,000 grant to Portland State University in Oregon 
to develop a methodology and online tool to enable 
practitioners and policymakers to fully assess the impact 
of economic development investments across financial, 
social, and environmental criteria.
These triple bottom line metrics developed by Portland 
State, which will include traditional economic metrics as 
well as social and environmental metrics, will be used by 
the EDA to assess their policymaking efforts. Portland 
State will also make the tool publicly available online 
to help assess, develop, and communicate a project’s or 
investment’s triple bottom line. A beta version, due to 
launch in March 2012, will be available for application 
to public, private, and nonprofit projects.30
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Credit Guarantees
Credit guarantees and enhancements from the government 
help to mitigate investor risk by ensuring a certain rate of return 
or by taking first loss positions. Credit enhancements can also 
mitigate concerns of newness or idiosyncrasy that some investors 
may have of certain impact investment products.
Policies that target areas of investment which conventional 
market activity may disfavor – these include programs such as 
SBA loan guarantees for small business development, USDA 
loan guarantees for rural community facilities development, 
and HHS guarantees for health-care facility construction. 
These three policies have all been used in conjunction with New 
Markets Tax Credits projects to incent private investment.
Green bonds, like those issued by the World Bank, offer investors 
bonds that carry the World Bank credit rating and target 
alternative energy production and energy efficiency strategies 
in infrastructure and real estate investment. Institutional asset 
owners in the U.S., including the State of California, have 
invested in these green bonds as part of their broader climate 
strategies, and they offer useful lessons for policymakers.
In response to New York City’s financial crisis in 1975, 
Felix Rohatyn, a well-connected banker at Lazard 
Frères, engineered a solution to the city’s potential debt 
default that serves as a useful paradigm of targeted 
investing. Mr. Rohatyn struck a deal among public 
officials, unions, and pension funds allowing the city 
to issue debt to meet its immediate cash flow needs. 
Pension funds purchased these bonds, in effect using 
their investment strategies to resuscitate the stumbling 
city economy. From the pension funds’ perspective, 
the key to the deal was a public guarantee for the debt 
issued by the federal government.
This extreme case highlights some important 
implications for engaging institutional investors. The 
funds here had clear interest, in the service of their 
beneficiaries, in helping to stabilize the financial 
environment that determined how they and their 
beneficiaries would thrive over time. Even so, the 
public policy intervention, which provided a guarantee 
for the debt, was necessary to make the deal work. 
Pension funds, despite their obvious interest, could 
not shoulder the uncertainty of the debt issuance alone 
given the volatile market conditions for municipal debt 
at the time.31
Municipal Debt and the New York City
Financial Crisis
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Technical Assistance
Technical assistance policies expand the capacities and 
effectiveness of investees to do their work at scale. This assistance 
can take the form of financial support for pilot projects, grants 
to support product development or subsidize expansion, and 
other support such as advising, networking, or providing 
information.
From the asset owner’s perspective, these policies increase the 
appeal and variety of impact investment options, and they 
potentially help to refine impact opportunities.
Our review of policies that can engage institutional asset 
owners in impact investing reveals a wide range of potential 
policy interventions. We hope this review offers policymakers 
and advocates a better frame to determine what policies to 
design, how policies need to be coordinated with each other, 
and where in the investment ecosystem policies can best lay the 
groundwork for institutional asset owner investment to achieve 
positive social impact.
For these tools to be effective, policies must be carefully 
designed by government to meet the needs of institutional asset 
owners and create self-reinforcing mechanisms for evaluation 
and oversight of social impact. The policy framework for 
institutional impact investing, in other words, is itself a tool 
that can inform successful strategies allowing asset owners to 
successfully participate in this growing market.
Since 1994, the Community Development Financial 
Institutions (CDFI) Fund, a program of the U.S. 
Department of the Treasury, has offered Technical 
Assistance (TA) grants to help community 
development financial institutions build the skills and 
capabilities to better serve their communities.32 With 
these grants, the government hopes to build a more 
robust impact marketplace through the development 
of CDFI intermediaries and, in turn, attract more 
capital from investors for community-based projects.
During its 2011 program year, the CDFI Fund 
awarded some $3.1 million in TA grants to 37 CDFIs 
spread across rural and urban areas, including 31 
loan funds, five credit unions, and a venture capital 
fund. The maximum TA grant was $100,000, with the 
average about $85,000. Recipients allocated much of 
the grant money toward operational expenses such 
as salaries, professional and consulting services, staff 
training, and equipment purchases that are essential 
for organizational growth.33
CDFIs are the anchor intermediaries for a number of 
institutional asset owners interested in the ancillary 
community development benefits of the investments 
they make. The General Board of Pension and 
Health Benefits of the United Methodist Church, 
for instance, has invested over $775 million 
since 1990 in affordable housing, community 
development, and expanded loan opportunities for 
poor communities through its Positive Social Purpose 
Lending Program.34
The CDFI Fund and Capacity –
Building for Community Investment
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The supply, demand, and directional approaches outlined 
above are useful tools for locating and understanding the role 
of government in targeted investment markets. The framework 
can be applied across stakeholder groups, issue areas (like 
affordable housing or business finance in underserved markets), 
or geographies to better analyze the interplay of a broad range of 
policies and their effects.
The benefit of focusing on one class of practitioners in this research 
– institutional asset owners that sit squarely on the supply side of 
the continuum – is that it reveals more concrete strategies for 
investor engagement. These strategies focus policy on the specific 
challenges government can address for institutional asset owners 
and bring an important “user-oriented” perspective.
4.  making Policy work: a strategy for targeted engagement
Institutional asset owners have the potential, through their investments, for delivering 
social and environmental impacts at scale. But for public policy to help achieve this goal, 
it must take into account the nature of asset owners as investors and, in the near term, 
overcome perceptions of impact investing as a new, idiosyncratic, or niche market.
POLICY STRATEGY USER FOCUSPOLICY PROBLEM
ENABLING INVESTORS
Markets of interest
are small
and unconventional
EXAMPLES
> Credit 
 guarantees
> Safe harbor
 provision
INTEGRATIVE INTERMEDIARIES
Asset owners have
limited capacity for or
limited interest in
impact investing
> Performance
 standards
> Tax credits
DEVELOPMENTAL INFRASTRUCTURE
No functioning
market for impacts
of interests
> R&D
> Technical
 assistance
> Convening
model for Policy engagement
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Specifically, policymakers are faced with three overarching 
challenges when seeking to grow the activity of institutional asset 
owners in impact investing:
1. Impact investment markets that are of interest to  
institutional asset owners may be unfamiliar, small, or 
unconventional in design;
2. Most asset owners invest primarily through intermediaries –  
the asset owners themselves have limited control over the  
design of products and limited capacity to target impact; the  
intermediaries in whom they invest may themselves be  
skeptical or unlikely to pursue non-financial objectives; and
3. Impact investing market infrastructure is underdeveloped,  
leaving fewer opportunities for investment.
Policies that respond to each of these challenges often share a 
similar user or target group:
u investOrs: where an “enabling” strategy is needed to 
provide flexibility and investability in target markets;
u intermediaries: where an “integrative” strategy can 
be used to deliver impacts through traditional markets that 
achieve public purposes regardless of investor motivations; and
u inFrastructure (and market development more 
generally): where a “developmental” strategy can be used to 
support nascent markets.
We discuss these user groups in the sections below.
The Enabling Strategy: A Focus on Investors
In the U.S., a critical mass of institutional asset owners exists 
who are interested in taking up impact investing or are actively 
integrating ESG analysis into their strategies in ways that may 
lead them to impact investing. But they may report a number 
of barriers to turning theory into practice in the form of 
concrete impact investments. In interviews, they describe impact 
investments as unconventional, new, small, or policy dependent, 
all of which may increase perceived risk.
Policymakers can target such investors directly by implementing 
policies that reduce real or perceived risks or by providing 
asset owners with additional legal flexibility to make impact 
investments more investable.
Such policies might include:
u clear federal legal interpretations of fiduciary duty or safe 
harbor laws that confirm that impact investments, and the 
consideration of social and environmental benefits, are not 
barred by fiduciary duty. Such policies might reduce  
uncertainty for investors who occasionally report concern  
about fiduciary barriers to impact investing.
u state laws that allow for economically or environmentally  
targeted investment from public pension funds. Policymaking 
at the state and local level – where government best understands 
the close fit between social and environmental impacts and  
the best interests of fund beneficiaries – can open the door for  
institutional investors to consider double- or triple-bottom line 
investments in underserved areas and communities. These  
policies have played important roles in catalyzing specific  
impact investing markets.
u loan guarantees from all levels of government that reduce  
risk for new or unfamiliar products. These guarantees can  
catalyze the development of innovative markets, alternative  
energy production, or affordable housing.
u aggregation of smaller investments in markets, such as  
small business lending or energy efficiency investments, that  
are seen to have positive social impact but do not reach the  
scale of investments needed by larger asset owners.
The fundamental principle here is that the right policies can help shape 
idiosyncratic investments to match more closely the sorts of markets 
that institutional asset owners are already equipped to evaluate.
Because the focus in this strategy is on the investor, the policymaker 
has an obligation to understand whether the impacts in question 
serve a public purpose and what can reasonably and efficiently 
be done to address specific investor concerns. Demand for policy 
innovation in this area is likely to originate from institutional asset 
owners and their direct beneficiaries, as it has in states where labor 
and business groups have successfully advocated for ETI policies.
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The Integrative Strategy: A Focus on Intermediaries
Many institutional asset owners report a relatively limited set 
of impact options that meet their investment criteria. In any 
case, they may be skeptical of investments with social objectives, 
or they may have little interest or capacity to adopt impact 
investment strategies.
Policymakers can address this problem by identifying ways 
in which policies can build social impact into conventional 
investment vehicles. This approach can make the asset owners’ 
intentions less relevant to the process of impact investing by 
making the social outcome something of a fait accompli.
In this strategy, established intermediaries are the focus because 
they play the critical role in bringing conventional investment 
opportunities to institutional asset owners. They will continue to 
do so until new, more impact-oriented intermediaries become 
“institutional quality” with the requisite years of experience and 
performance track record.
For institutions with an interest in impact investing, an integrated 
strategy will expand the universe of investments with which to 
accomplish their objectives. For institutions with no interest in 
impact investing, the investments they are already making can be 
leveraged by government to achieve public purposes.
Such policies might include:
u mandating certain levels of social performance, for  
instance setting floors for labor or environmental standards.  
These policies raise the positive social impact of whole sub- 
markets in which asset owners participate.
u directing capital from intermediaries toward impact  
investing as part of their license to operate. The Community  
Reinvestment Act, whose provisions mandate targeted  
investment by banks in underserved communities, has played  
an overwhelmingly important role in the creation of the U.S.  
community investment industry and helped shape other 
forms of asset owner participation.
u subsidizing positive social impact through tax credits,  
which may capture asset owner investment in ways that 
create positive social impact via their intermediaries. This 
approach can create investable funds or deals leveraging 
public investment in social goods like affordable housing, 
investment in low income areas, land conservation easements, 
energy efficiency, and historical building preservation.
u targeting mission-driven investors who can absorb risk or  
agree to lower returns in funds or deals as a way to leverage  
institutional investment. Public policies, such as the special  
IRS designation of program-related investments used by  
foundations, can lay the groundwork for larger institutions to  
invest in impact investments.
In this strategy, policymakers must understand if a public purpose 
should be addressed through established capital markets (and 
established intermediaries) and, if so, in what manner a policy 
intervention might ensure maximum impact.
For these indirect strategies, policymakers must be careful to 
observe how such policies do or do not offer a clear path for 
institutional asset owner participation. The threat of regulatory 
capture, through support for less effective mechanisms that 
generate fees for intermediaries, is of special concern here.
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criteria for evaluating imPact investing Policy
In our previous report, we distinguished six criteria for assessing the value of impact investing policy that may be useful to 
policymakers, investors, and other stakeholders. Restated with the goal of catalyzing capital from institutional asset owners, 
these criteria are:
targEting
The focus of a policy must be carefully 
matched to its objectives. The more closely 
a policy fits the asset owner’s beneficiaries or 
stated mission, the more likely it is to enable 
institutional impact investments.
tranSparEncy
Transparency in the substance and 
mechanism of policy is important for 
investors. Asset owners should favor clear 
investment and fee structures, reliable 
information on positive social impact, and 
a means to compare particular strategies or 
investments to impact investing as well as 
conventional peer groups.
coordination
A policy is likely to be more effective if it 
works in coordination with existing policies 
and markets to leverage their effectiveness. 
These types of policies, which are designed 
to catalyze private investment, can leverage 
institutional asset owners without targeting 
them directly.
EngagEmEnt
Engagement with asset owners is important 
to clarify their needs. Institutional asset 
owners are meant to be conservative, and 
they may be skeptical about the relatively 
new field of impact investing. Coordinating 
with investors as policies are developed can 
help reduce skepticism and facilitate uptake.
commitmEnt
Commitment to a policy should be 
consistent with the need. Institutional asset 
owners are typically long-term investors, 
and should favor policies that enable long-
term sustainable returns.
implEmEntation
An institutional context and infrastructure 
that supports efficient implementation and 
modification of enacted policies is critical to 
success. Institutional investors are unlikely to 
be the first investors in new or less understood 
products, and are likely to scrutinize the 
policy environment as closely as investment 
performance when evaluating impact 
investment opportunities.
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The Developmental Strategy: A Focus on  
Market Infrastructure
Beyond specific efforts to make impact investments investable, or 
to build social impact into investment markets, are policies that lay 
the groundwork for successful institutional investor engagement. 
Public policies can support a more robust market infrastructure 
in a number of ways to catalyze asset owner participation in 
impact investment.
By forging new relationships, creating additional data and 
evidence, supporting the development of products and platforms, 
and providing assistance to new intermediaries and other service 
providers, government can benefit institutional asset owners by 
building a pipeline of future, investable impact markets.
Such policies might include:
u supporting high impact enterprises. Technical assistance  
for small businesses in underserved communities is a  
prototypical example of policies that can help prepare high  
impact enterprises to receive and leverage institutional 
capital.
u incorporating social impact into public investment and  
purchasing strategies. This might mean incorporating labor  
or environmental standards into public procurement policies  
and the establishment of public-private partnerships. This  
form of direct public investment can build an impactful  
marketplace that extends to asset owners.
u developing standards and support for systems of  
measurement. Though private investment may not be  
targeted in a particular case, establishing social impact  
criteria and measurements can play an important role in  
bringing standards and rigor to impact investment.  
Interagency collaborations like the Sustainable Communities  
Initiative – a joint program of the Department of Housing  
and Urban Development, the U.S. Environmental Protection  
Agency, and the U.S. Department of Transportation – may  
play an important role in setting performance standards that  
will ideally inform better coordination of public investment 
in infrastructure, transit, and housing. Along a similar  
line, policies that recognize and support high impact 
organizations such as B-Corporations can help normalize a 
vision for high social performance in the private sector.
u promoting the concept of impact investing. By calling  
attention to successful examples of private investment for  
public purpose, and to the public policies that supported these  
efforts, government can contribute to the development and  
dissemination of data in the field. One common complaint is  
about the complexity of deals that create positive social  
impact, especially in discovering and accessing multiple  
sources of public and private capital. Policy could support  
clearinghouses that reduce the transaction costs associated  
with locating subsidies and other forms of public investment.
u convening multiple stakeholders. By bringing together  
public, private, and nonprofit stakeholders around specific  
social issues that could be addressed through private 
investment, government can bridge knowledge and cultural 
gaps and develop critical institutional relationships. For 
example, The Federal Reserve Bank of Boston has been 
collaborating with the Financial Innovations Roundtable at 
the University of New Hampshire on a series of initiatives 
and research activities around community development 
finance and the barriers to addressing financial needs in low 
income communities.35
Developing the market for impact investment is a strategy that 
is likely to require some time to fully engage private market 
investors. Without such a strategy, however, policies that make 
impact markets investable or that build impact into particular 
investments will be harder to design, implement, and maintain.
With developmental strategies, policymakers must determine 
where there is potential for market growth and whether longer-
term investment in market infrastructure is likely to deliver public 
benefits through investment activity.
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We have focused this research on the potential ways in which 
public policy might help mobilize institutional asset owners in the 
U.S. to make impact investments. To do this, we specifically apply 
the general principles outlined in our previous report – Impact 
Investing: A Framework for Policy Design and Analysis – to a 
set of investors with the potential to bring scale and credibility 
to the field.
In conclusion, we recommend policymakers and advocates 
keep several points in mind as they engage asset owners around 
impact investing.
u Institutional asset owners have a set of shared characteristics  
– from overlapping fiduciary duties to an investment  
culture shaped by portfolio strategies and service providers –  
that should be considered when making effective policy.  
To understand how to mobilize institutional capital, policies  
should account for issues like fiduciary duty, the prevalence  
of asset class benchmarking, and the delegation of investment 
strategies to consultants and fund managers.
u A number of institutional asset owners already engage  
in impact investments, but often by other names such as  
responsible investment or economically targeted investment.  
The impact investment community can build on this history  
and these practices.
u As a starting point for policy development, policymakers  
might focus on the social and environmental impacts  
institutional asset owners and their beneficiaries already care  
most about. If these impacts serve a public purpose and can  
be realized in capital markets, a strong case can be made for  
policy that addresses the legal and market barriers that  
suppress this activity.
u Applying the policy framework to U.S. institutional  
investors reveals a breadth of activity in investing for social  
and environmental benefit and a potentially expansive  
approach to engagement strategies and policy tools for  
government to build more robust and sustainable impact  
investing markets.
u To most effectively engage institutional asset owners,  
policymakers should consider the various points of leverage  
they have in the investment ecosystem. Targeting policies  
to asset owners themselves can support engaged institutions;  
building social impact into intermediaries expands the range  
of investments that create social impact; and developing  
market infrastructure for impact investing can help make  
both investors and fund managers more capable of entering  
the market.
5.  conclusion
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Understanding how institutional asset owners approach their 
investment decisions – considering both real and perceived obstacles 
– is important for developing appropriate strategies for engagement 
on impact investing, particularly in policy discussions.
Here we review the legal environment and current interpretations 
of fiduciary duty, and draw a general picture of the conventional 
investment methods of institutions and their relationship to 
third-party service providers.
Institutional asset owners are, by definition, entrusted to manage 
funds on behalf of their beneficiaries including: public and private 
pension funds and plan sponsors responsible for supporting 
current and future retirees; insurance companies for obligations 
to their policyholders; and endowments for the purposes specified 
by donors.
Due to their special relationship to beneficiaries and the potential 
for self-dealing and conflicts of interest, institutional investors are 
bound by law to the highest standard of care in their investment 
and administration of funds.
The concept binds together a set of “standards of care” that make 
up fiduciary duty. Relevant here are the duties of:
u care: Fiduciaries are required to subordinate their own  
interests to those of the beneficiaries of their fund;
u prudence: Fiduciaries must invest in a manner consistent  
with “sound” investment decision-making;
u loyalty: Fiduciaries must consider only the interests of fund  
beneficiaries when making decisions; and
u impartiality: Fiduciaries need to take into account all fund  
beneficiaries, present and future, when making investment  
decisions.
These standards of care have evolved over time. Originally, 
fiduciaries were obliged to invest in the safest of investment 
products, and they were forbidden from investing in riskier 
investments such as public equities. The Modern Prudent Investor 
Rule (MPIR) informs current legal interpretation of fiduciary 
duty.i The MPIR departs from the traditional understanding of 
prudence by emphasizing the diversification and performance of 
a portfolio as a whole.
Fiduciary duty requires large institutional asset owners to have 
diversified portfolios designed to generate long-term sustainable 
wealth, while balancing the needs of current and future 
beneficiaries. These duties also include the twin goals of capital 
preservation and accumulation, although current interpretations 
of fiduciary duty generally define long-term sustainable wealth in 
exclusively financial terms.
The law makes clear that fiduciary duty does not expressly 
forbid impact investing by asset owners, though it does prohibit 
subordination of financial performance to social objectives, as we 
describe in more detail in Appendix B. To the extent that certain 
social and environmental risk factors affect long-term investment 
performance, fiduciaries may even be obliged to consider these 
factors in the decision-making process.36
Recent work on fiduciary duty and responsible investment has 
emphasized the importance that environmental, social, and governance 
(ESG) factors can play in portfolios with long-term time horizons. 
Issues such as climate change that pose substantial long-term risks 
are receiving special attention. Advocates argue that the interests of 
beneficiaries, understood as people rather than portfolios, support 
investments that create collateral environmental or social benefits.
Of special note is the importance of process and portfolio strategy 
in determining investment prudence. Two different fiduciaries that 
make the same investment may hypothetically receive different 
judgment in review. Prudence would depend on how the investment 
fits within a strategy suited to the overall purposes of the trust or 
endowment, and whether they conducted a thorough, meaningful, 
and rational due diligence process to determine its suitability.
Some public pension funds and other asset owners held to fiduciary 
duty standards have already successfully integrated ESG and impact 
investment into their investment policies. Generally, they have 
done so by preserving a focus on the due diligence process and by 
emphasizing investment selection based on financial performance.
6.   aPPendices 
aPPendix a:  InStItutIonal InVeStor context
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Portfolio Theory and Investment Strategy
Though institutional asset owners have adopted a variety of 
strategies in managing their assets, there are a number of shared 
features in the market that reveal something about their approach 
to impact investing.
Though interest in the topic is growing, relatively few asset owners 
explicitly state their investment beliefs which include their thinking 
about how the market works and investments operate.37 Still, we can 
draw some general conclusions about how institutional investors 
view the market from sources including portfolio management 
behavior, interviews, and a review of investment policies.
In large part, institutional asset owners currently draw from 
a set of beliefs about market efficiency and the benefits of 
portfolio diversification associated with Modern Portfolio 
Theory (MPT).38 In brief, MPT offers a model of portfolio 
management that emphasizes diversification across asset classes. 
The MPT approach assumes that investors are rational, markets 
efficiently price assets, and a close relationship exists between 
an investment’s risk and its return. MPT offers a framework 
for investors to seek uncorrelated assets as a way to reduce the 
overall volatility of their portfolios.
While many of the fundamental assumptions of MPT have 
been challenged in economic theory, in practice it remains the 
dominant investment guideline for U.S. institutional asset 
owners and has played a significant role in the comprehensive 
restructuring of large investment portfolios over the last 40 years. 
In the past, prudent asset management was seen to include only 
low-risk assets. Indeed, asset owners were only allowed to invest 
in public equities since the second half of the 20th century.39 Now, 
large asset owners hold funds in multiple classes, not only in fixed 
income and public equities, but also in venture capital, private 
Fiduciary Duty as an Evolving Construct
A number of recent reports examining the legal requirements 
of institutional investors in the U.S. have concluded that 
investments with social or environmental impacts are not 
by definition impermissible if returns are comparable and 
investors follow due diligence procedures. In the process, recent 
research has focused on the changes to fiduciary duty law over 
time, from its basis in ancient Roman and Islamic trust law to 
modern prudent investor standards.
The UN Environmental Programme Finance Initiative’s 2005 
Freshfields report echoes many other legal opinions when it 
finds that given existing regulations and case law, investors 
can take ESG considerations into account so long as they are 
“motivated by proper purposes and do not adversely affect the 
financial performance of the entire portfolio.”40 The paper 
traces the historical development of U.S. regulations like 
ERISA and case law to illustrate changing standards over 
time. It highlights that considering social and environmental 
impacts could be part of a diversification strategy. The 
UNEP-FI issued a follow-on report in 2009, which 
provided new legal developments and provided practical and 
legal guidance for incorporating ESG considerations into 
investment practice.41 An October 2008 FSG Social Impact 
Advisors report lays out similar legal background for mission 
investing by foundations in the U.S.42
Exploring the links between fiduciary duty and responsible 
investment, recent research by James Hawley, Keith Johnson, 
and Ed Waitzer (2011) and Gordon Clark (2011) traces 
the development of fiduciary norms and their connection 
to economic events, such as the South Sea Bubble in the 
early 1700s, and acceptance of new economic and financial 
theories.43 This research highlights that conceptions of 
fiduciary duty are not set in stone. Rather, changing 
realities and understandings of the world augment legal 
and conventional views of a trustee’s fiduciary duty to 
beneficiaries.
i the theoretical foundations of current trust law rely on theories of efficient portfolio construction, which began to gain currency in the latter half of the twentieth century. In particular, the mPIr draws on 
a set of assumptions about the variability of asset prices across asset classes and the potential to minimize portfolio risk through asset diversification.  the mPIr is reflected in most statutes and regulations 
that apply to institutional fiduciaries and in the corresponding case law. In the early 1990s, the uniform laws council crafted two uniform statutes – the uniform Prudent management of Institutional funds 
act for endowments and the universal Prudent Investor act (uPIa) – to apply the standard to a wide range of fiduciary investors at the state level. additionally, the employee retirement Income Security act 
(erISa) incorporated the mPIr into federal regulations governing the activities of private pension funds and employee benefit plans.
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equity, real estate, commodities, hedge funds, and infrastructure. 
Diversification and MPT’s risk management theories have 
encouraged product development in alternative asset classes like 
private equity and increased the range of investment managers 
and other services available to impact investors.
At the same time, diversification in line with MPT has 
encouraged funds to benchmark the performance of these 
portfolios with conventional, asset class-specific measures that 
compare investment risk and return performance. Benchmarks 
have become important tools for asset owners to assess the 
performance of consultants and fund managers who work for 
them. But they have also, in the aggregate, encouraged a herding 
of investment performance by setting benchmarks to which a vast 
number of investor’s conform, in essence defining what market 
performance means for all investors.
We highlight three points here with regards to impact investing:
1. Performance measurement in terms of risk and return, as  
measured by MPT-driven understandings of market 
efficiency, encourages assessment of investment opportunities 
on a limited number of indicators. These indicators may not 
be connected to the underlying, long-term health of the 
business, nor the broader financial or non-financial impacts 
in society. Consequently, analysis of financial performance 
becomes divorced from the idea of sustainable wealth 
creation in the broader economy.
2. Though the expansion of investment opportunities across  
asset classes may help investors engage in impact investing,  
asset class-specific benchmarking has also helped develop  
relatively strong conventional preferences for types of  
investments within those asset classes. In other words, 
portfolio benchmarks favor standardized opportunities at the 
expense of idiosyncratic or innovative product approaches.
3. Critics have argued that many of these benchmarks encourage 
short-term performance at the expense of long-term returns 
by providing short-term measures of success and by serving 
as the basis for incentive-based remuneration for asset 
managers.44 Short-termism reinforces the distance between 
evaluation of investment performance and its effects on the 
broader economy mentioned above.
Institutional investors and other stakeholders have attempted 
to address these concerns in recent years. A growing movement 
around responsible investment argues that over the long-term 
investment performance depends on ESG factors, which are 
often left out of conventional financial analysis. The United 
Nations Principles of Responsible Investment proposes that 
integrating ESG into investment analysis will improve long-
term performance and “may better align investors with the 
broader interests of society.” These Principles now have over 950 
signatories worldwide, with some significant U.S. institutional 
investment support, though uptake in the United States has been 
slower than in Europe or Australia.
Also worth noting is the work by a number of U.S. foundation 
endowments on “mission investing,” which is the practice of 
using endowment investments to support a public purpose 
organization’s explicit mission goals. Though still a minority 
practice, mission investing has increased over recent years, and 
it has helped promote the idea that conventional portfolio 
strategies need not exclude consideration of a fund’s positive 
social benefits. A recent Foundation Center survey found 168 of 
1,200 responding foundations engaged in the practice.45
One important point about both responsible and mission 
investing: to date, practitioners who engage in these practices 
have tended to adopt conventional asset allocation policies and 
benchmarks for performance measurement, even as they have 
explicitly or implicitly criticized the ideas that underpin those 
strategies and benchmarks.
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Institutional Structure and  
Service Provider Relationships
Though the management and structures of large institutional 
asset owners in the U.S. is not uniform, there is significant overlap 
among enough of these investors to allow for a group portrait.
For the most part, institutional asset owners manage their funds 
in close concert with external investment advisors and investment 
intermediaries, while a much smaller pool of investments, primarily 
at larger funds, are managed internally by fund staff. Whether 
managed internally or externally, asset owner trustees determine 
investment strategies. Trustees then delegate the execution of 
those strategies to staff or external service providers.
But this intersection of stakeholders involved in fund management 
is more complicated than the simple model of strategy setting 
and execution would suggest. Even if trustees are aligned and 
clearly state their investment beliefs and strategy, the execution 
of that strategy depends on the skills of staff and external service 
providers to implement it. Practically speaking, implementation 
means translating investment policies, including them in 
Requests for Proposals to service providers, and building systems 
that measure performance.
In most cases, staff and investment consultants, who have more 
knowledge of and contact with the fund’s investment portfolios 
compared to trustees, exercise substantial control over both the 
investment decisions that trustees make and the communication 
of those decisions to fund managers and other stakeholders. The 
various power relationships and information flows that emerge 
from the interactions of trustees, staff, and service providers 
help define the investment ecosystem in which fund assets are 
put to work.
Finally, as noted, the agency issues involved in governing complex 
service provider relationships are vital to determining how 
investment performance is achieved, managed, and evaluated. 
To the extent that those incentives disfavor the consideration of 
social benefit, the asset owner institutional structure will hinder 
the uptake of impact investing.
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In this section, we describe how institutional asset owners 
participate in impact investing as currently practiced. These are 
not examples of ideal types of investment strategies, but rather a 
survey of activity on the ground.
We can think about impact investments by institutional asset 
owners in two ways: as portfolio-level strategies and as asset class-
specific applications of those strategies. Portfolio-level strategies, 
such as economically targeted investing by pension funds and 
most sophisticated mission investing strategies by foundations, 
tend to involve multiple asset classes and investment vehicles. The 
application of those strategies, in keeping with the broader asset 
allocation strategies of asset owners, is largely within particular 
asset classes such as infrastructure or fixed income.
The presence of investments with impact in an asset owner’s 
portfolio does not necessarily reflect an impact investment
strategy. Most investments by institutional asset owners 
are through fund intermediaries. While an institutional 
investor may not explicitly support a particular impact 
objective, we consider investment in an intermediary 
that is clearly committed to delivering measurable social 
and environmental benefits to be an impact investment.
portfolio StratEgiES
Explicit impact investing strategies and broad impact objectives 
sit at the portfolio level. They may or may not be contained in 
explicit investment policy statements or fund strategy documents. 
Impact strategies may have a variety of different names – ESG 
integration, economically targeted investing, and mission 
investing – but they all focus on seeking out investments with a 
particular type of impact throughout the portfolio.
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Institutional Investors and Climate Change
Over the past decade, the issue of climate change has 
received significant attention from institutional investors. 
Among the more prominent venues for this interest has 
been engagement with corporations and public policy via 
investor groups such as the Investor Network on Climate 
Risk. This research and advocacy group highlights both the 
risks of climate change to long-term investment returns 
and opportunities to improve corporate governance and 
public policies that address that risk.46  The recent report 
“Climate Change Scenarios – Implications for Strategic 
Asset Allocation,” released by Mercer Investment Consulting 
in conjunction with the Carbon Trust and the International 
Finance Corporation, concludes that investors can better 
manage climate risk by increasing asset allocations to real 
assets and sustainable investments.47 
Some asset owners already directly engage with fund managers 
on climate risk. For instance, the North Carolina Department 
of State Treasurer conducted a survey of its real estate fund 
managers to determine how they manage climate risk in their 
holdings in order to better assess the state pension fund’s 
exposure to long term risk.
The State of California has begun to make investments with 
an eye toward climate change. Recently, the state invested 
$700 million in World Bank green bonds that will fund 
reforestation, alternative energy, and water purification 
projects. In announcing the second, $400 million tranche 
of investment from the state’s Pooled Money Investment 
Account, State Treasurer Bill Lockyer emphasized the 
state’s intent, stating “We’re earning an excellent return, 
strengthening our portfolio and backing our policies with 
money in the fight against global warming.”48
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Environmental, Social and Governance  
(ESG) Integration
Advocates argue that the integration of ESG information into 
investment decision-making can enhance long-term investment 
performance by more closely linking investment strategies 
to macro trends – such as climate change, resource scarcity, 
urbanization, demographic shifts, and polarization of wealth 
– likely to affect risk and return over time. The implication is 
that the conventions of short-term benchmarking and agency 
issues among owners, managers and consultants have inhibited 
the pricing of externalities and accounting for market-driving 
environmental and social dynamics.
The emergence of the United Nations Principles of Responsible 
Investment (UN PRI) in 2005 highlighted the increasing practice 
of ESG integration. A substantial number of asset owners, fund 
managers, and consultants have subscribed to the PRI – with 
now over $30 trillion in assets under management committed 
to their implementation. Uptake in the United State has been 
slower than in Europe or Australia but significant nonetheless.
ESG integration offers a potential platform for impact investing 
to the extent that this integration focuses on positive social and 
environmental returns. The preamble to the UN PRI highlights 
the link between ESG integration and the potential for positive 
impact returns by asserting that “applying these Principles 
may better align investors with broader objectives of society.”49 
In practice, signatories to the UN PRI have focused their efforts 
on identifying high performing companies for public equity 
stock selection, engaging companies on their ESG practices, and 
building systems for applying ESG analysis across asset classes. 
Climate risk and corporate governance have been central focuses, 
though a number of emerging efforts are elaborating on the 
role that social issues like human rights, worker relations, and 
community engagement may play in investment decisions.
Economically Targeted Investing
The practice of economically targeted investing (ETI) dates back 
to the 1980s and is most commonly is most commonly associated 
with public pension funds. Economically targeted investments 
(ETIs) have additional, place-based economic benefits besides the 
financial return accruing to the fund. By design, ETIs are a double-
bottom line investment strategy that targets financial return as 
well as economic growth in areas related to beneficiaries. ETIs 
take many shapes and forms from targeted private equity or loan 
programs, which require intermediaries to invest all or a portion of 
assets in operating businesses within a predetermined geographic 
area, to targeted real estate and infrastructure investments.
Florida Growth Fund 
In May 2008, the Florida State Legislature passed 
Senate Bill 2310,50 allowing the Florida State Board of 
Administration (SBA)51 to invest up to 1.5 percent of 
the $130 billion Florida Retirement System (FRS) in 
businesses domiciled in Florida in technology and other 
growth sectors. For the Legislature, investments by Florida 
pension funds in technology and other growing industries 
presented the potential to generate high-growth and high-
wage jobs that would economically benefit the state. In the 
words of sponsoring state Senator Jeremy Ring, “Prudently 
harnessing the power of the state pension fund holds 
the promise for our state to become a national leader in 
innovative, high-tech fields and innovative, high-paying 
jobs.”52 The law was designed to mirror economically 
targeted investment policies for state pension funds in 
New York, Massachusetts, Ohio, Texas, and California.
Senate Bill 2310 led to the creation of the Florida Growth 
Fund53 in 2009, which has $500 million under management, 
intended to enhance Florida’s capacity for development, 
growth and innovation while generating an attractive 
return for the Florida SBA and FRS. The Fund targets 
businesses and industries located in Florida, including 
clean technology, biotechnology, healthcare, information 
technology, and aerospace. The Fund is managed by 
Hamilton Lane and deploys capital both through private 
equity fund intermediaries and direct co-investments. 
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The ETI policy adopted by the Washington State Investment 
Board in July 2006 provides an example of how institutions may 
approach targeted investing:
u The Board will consider for investment only those ETIs  
that are commensurate on a risk-adjusted financial basis to  
alternatively available investments;
u The decision to invest in an ETI in consideration of its  
collateral benefits shall be made only after the opportunity is  
deemed acceptable exclusively on its economic investment 
merits;
u The collateral benefits of an ETI shall not be considered part  
of the return of the investment, nor a part of risk reduction;
u ETIs shall be made in accordance with the Board’s approved  
asset allocation policies and included within existing asset  
categories, and shall conform to all laws, policies, and  
procedures governing the Board; and
u ETIs shall receive the proper level of due diligence and  
evaluation consistent with all other investment opportunities  
evaluated of similar type or classification.54
Following the 2008 financial crisis, a renewed interest emerged 
in new forms of ETIs and the expansion of existing practices. In 
Massachusetts, for example, the state legislature approved $25 to 
$50 million in additional allocation for investments in banks and 
financial institutions making small business loans in-state, adding 
to MassPRIM’s nearly $300 million in existing ETI outlays in 
fixed income and venture capital.55
More recently, CalPERS announced in September 2011 that it 
had earmarked up to $800 million for investments in California 
infrastructure over the next three years in transportation, energy, 
natural resources, utilities, water, communications and other social 
support services, adding another asset class to its ETI policy.56
The President of the CalPERS Board of Administration 
explained this decision by saying: “We are prepared to increase 
our investments in infrastructure with our first and foremost goal 
being on investment returns, and a secondary goal of supporting 
essential community services that are crucial to continued 
economic development, a safe environment, and healthy schools 
and communities.”57
Additionally, a number of funds have preferential “emerging 
domestic manager” programs, which seek out and invest in funds 
with minority and women investment professionals and owners. 
The impact of these investments is not measured by their results, 
but in the placement of the funds, with the intent of developing 
a diverse supply of investment intermediaries.
Mission Investing
A number of leading U.S. foundations that engage in mission 
investing have developed portfolio-wide strategies for targeting 
social impact. For instance, the F.B. Heron Foundation sets clear 
criteria for the types of positive social impact sought, in this case, 
the development of wealth creation strategies for underserved 
communities. It then seeks out investments that help achieve 
these goals across a range of asset classes and risk/return profiles.58 
The Meyer Memorial Trust has adapted a mission investing 
strategy to further its goals – positive social impact in Oregon 
and Clark County, Washington – to include investments in the 
region that create positive social impact beyond the foundation’s 
immediate issue-specific and geographic focus.59
The market-rate investments of these foundations have ranged 
from fixed-income products that target specific regions or 
communities, to urban regeneration and green building funds 
in real estate, to public equities investments that favor corporate 
engagement on ESG issues. Both foundations work with their 
in-house investment staff and external consultants to benchmark 
their market-rate mission investments in a manner consistent 
with any other asset in their portfolio, in a process suitable for the 
range of institutional asset owners considered in this study.60
aSSEt claSS applicationS
Institutional asset owners typically apply their investment 
strategies within the constraints of asset allocation decisions 
that define their portfolios. They target impact investment 
strategies within asset classes, and typically use conventional 
asset class benchmarks and tools to make their decisions about 
investability.
We have highlighted several examples of impact investments by 
asset class below. This list is illustrative, not comprehensive; many 
impact objectives are realized in products in other asset classes.
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Cash and Cash Equivalents
Institutional asset owners, like pension funds and endowments, 
have benefitted local economies by investing a portion of their 
cash assets in local financial institutions and community banks. 
In 2010, Seattle University set aside $100,000 of its operating 
account for investment in Community Capital Development, 
a CDFI that provides assistance, training and loans to small 
businesses in distressed and underserved communities in the 
Seattle area, especially those operated by low-income, women 
and minority entrepreneurs.61
Minnesota-based Macalester College made a $500,000 
investment from its operating account in University Bank, a 
CDFI that supports economically distressed communities in 
the Twin Cities.62
Other organizations have chosen to move all their operating 
accounts and banking services to community-based banking 
institutions. For example, the Winthrop Rockefeller Foundation 
has moved all of its banking operations to Southern Bancorp, a 
CDFI serving the rural Mississippi Delta.63
Certificates of Deposit (CDs) made in CDFIs provide another 
form of impact investment in cash available to institutional 
asset owners. The W.K. Kellogg Foundation currently has 11 
cash investments in its mission-investing portfolio. These range 
from $250,000 to $4 million placements in CDFIs and other 
banking institutions that target the geographies, populations, 
and issues that are consistent with Kellogg’s mission. This 
strategy is made possible, in part, by the Certificate of Deposit 
Account Registry Service (CDARS), which offers FDIC 
insurance on large scale deposits.64
The State of Wisconsin Investment Board has maintained a 
CD program since 1987, which now authorizes them to invest 
up to $500 million in CDs issued by Wisconsin-based banking 
institutions.65 The State Treasurer’s Office in Iowa has run a 
similar program since 1983, investing state operating funds in 
six-month competitive CDs at Iowa-based banks.66 In 2009, 
Invest in Iowa CDs composed 4.35% of the operating fund’s 
$4.2 billion average daily balance.67
Fixed Income
Fixed income investments, which include bonds and other fixed-
return debt instruments issued by a variety of institutions, were 
traditionally the main component of institutional asset owners’ 
portfolios. Fixed income is generally perceived as a safe and 
stable asset class – notwithstanding the more complex and riskier 
products such as collateralized debt securities and the mortgage-
backed products that featured prominently in the 2008 financial 
crisis – and the opportunities for investing with impact in fixed 
income instruments are plentiful. Asset owners can look for 
securities that support sectors or projects related to low income 
and affordable housing, business development, infrastructure, 
or the environment; they can invest in securities issued by 
governments for public goods projects related to education and 
health care in underserved communities; and they can engage 
with corporations on ESG issues with corporate debt securities.
State of Wisconsin Investment Board 
Provides Financing to Local Businesses
Investment funds managed by state governments can 
add impact to their investing, while still maintaining 
fiduciary commitments, in the form of debt by offering 
senior or subordinated financing directly to local 
businesses.
As part of its “Invest in Wisconsin” policy to support 
businesses with a local focus, the State of Wisconsin 
Investment Board (SWIB) has offered senior and 
subordinated debt financing since the 1960s to companies 
headquartered or operating in the state.68SWIB offers 
this financing through its Private Loan Program as 
senior fixed-rate or subordinated loans ranging from 
$3-40 million, with the average loan around $10 
million.69 These are fixed-rate intermediate and long-
term loans intended primarily for financing fixed assets 
or refinancing existing debt. Fixed assets of the business 
are offered as collateral. Conditions of the loans match 
current market interest rates and terms, allowing SWIB 
to meet its fiduciary obligations. 
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The General Board of Pension and Health Benefits of the United 
Methodist Church’s Positive Social Purpose Lending Program (PSP) 
has invested over $775 million since 1990 in fixed income securities 
to promote affordable housing, community development, and 
expanded loan opportunities for poor communities nationally and 
internationally.70 Since inception, the PSP program has funded the 
construction, rehabilitation, or preservation of over 30,000 affordable 
housing units in all 50 states while receiving market-rate returns.
A number of investors, including public pension and Taft-Hartley 
funds, have made similar investments in the AFL-CIO Housing 
Investment Trust (HIT). HIT is a $4 billion fund that invests 
in multifamily and single family mortgage-backed securities and 
other mortgage-related securities with a focus on creating union 
jobs, expanding the supply of housing, promoting homeownership, 
and contributing to community development. HIT investments 
have created 69,000 union construction jobs and built more than 
100,000 units of multifamily housing since its creation in 1981.71
Public Equities
Over the past decade, institutional investors have adopted 
corporate engagement strategies across a variety of ESG 
issues ranging from environmental performance, to executive 
compensation, to health, safety, and labor standards in corporate 
supply chains. To the extent that these strategies use the voice 
of the shareholder to affect positive social change in publicly 
held corporations, they may be considered impact investments. 
However, we should note that some might view those impacts as 
less tangible than investment in private equity, debt, real estate, 
or other products that may imply a closer connection between 
investor intent and social outcome.
The most common practice of investment activism by institutions 
– and activism inevitably requires intent – is in the area of 
corporate governance. Many of the largest institutional investors 
now take an active role voting proxies and advocating for board 
and management reform at public companies to protect the value 
of their investments.
Often this activism veers into the social and environmental. For 
example Glass Lewis, advisors to institutional investors with over 
$17 trillion in assets, recommended a vote against BP’s annual 
accounts and reports in April 2011 to protest the lack of information 
provided by BP to investors regarding its risk mitigation strategies 
in the wake of the Gulf of Mexico oil spill.72
Corporate Disclosure and Environmental, Social and Governance Performance
A number of policy advocacy groups have focused on 
reforming corporate disclosure regulations to incorporate 
ESG information into corporate reporting by publicly traded 
companies. In theory, clear comparable data in corporate 
reporting would allow investors to better factor in ESG 
information that has long-term implications for business 
performance and social impact. Work done by standard 
setting institutions in the disclosure community, such as 
the Global Reporting Initiative, has raised awareness and 
increased reporting on a voluntary basis through advocacy 
and reporting standard development.73
Investors and advocates in the SRI community like the 
Interfaith Center on Corporate Responsibility (ICCR), Ceres, 
and, more recently, the International Integrated Reporting 
Council (IRRC) have focused on the regulatory environment 
around corporate reporting as a way to increase the availability 
of ESG information.74 For example, in July 2009, U.S. SIF: 
The Forum for Sustainable and Responsible Investing wrote 
to the Securities and Exchange Commission (SEC) asking the 
Commission to require corporate reporting on universal and 
industry-specific sustainability indicators, with interpretive 
guidance for how management should address these issues in 
the narrative section of their corporate report.75
While progress on the reporting of corporate non-financial 
performance in the U.S. at the regulatory level is slow, there 
are a number of countries and stock exchanges globally that 
have mandated disclosure of ESG information at some level 
or another, including Australia, Denmark, Greece, Japan, 
Malaysia, and South Africa.76
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Institutional investors may also adopt stock selection strategies that 
target environmental and/or social outperformance, incorporating 
ESG research to anticipate the long-term effects on shareholder 
value. Some of these strategies – such as stock portfolios that 
target companies with superior worker engagement, community 
relations, environmental performance, or governance policies – 
may fit institutional investor definitions of impact investing. These 
strategies often depend on transparency on ESG issues in the 
marketplace, and therefore public policies on corporate disclosure 
can play a particularly important role in shaping market activity.
Perhaps most important for the purposes of this paper, the 
activity in public equities markets around ESG issues suggests an 
approach compatible with impact investing. Long-term value is 
seen to correspond with positive social impact where institutions 
use their rights as shareholders to influence the board and 
management practices of public companies.
In positive ESG screening, asset owners direct public market 
investments to companies that are either “best-in-class” on 
nonfinancial issues of concern to investors or are perceived to 
have a proactive social or environmental impact, according to the 
analyses of independent third-party research organizations.
Real Estate and Other Real Assets
Investments in real estate, as with other real assets, can offer 
tangible social and environmental impacts. In real estate, the 
role that public policy plays in shaping investment strategies 
is illuminated by the close connection of financial returns to 
building codes, land use policies, and the need to gain licenses to 
operate from public officials and community groups.
In recent years, institutional investors have adopted a number of 
strategies for incorporating ESG analysis, as well as searching for 
ancillary social impacts, in their real estate portfolios. The past 
decade in particular saw the development of urban investment 
strategies that sought to capitalize on underused assets in 
metropolitan markets. These strategies often took advantage of tax 
subsidies for investments with specific social benefits or targeted 
to underserved communities.77 Particular areas of impact include 
affordable and workforce housing, smart growth and transit-
oriented development, and brownfield redevelopment.
Green building is perhaps the fastest growing impact area in 
recent years. Major fund managers have developed green real estate 
strategies for new construction and are increasingly pursuing energy 
efficiency strategies across their existing building portfolios, often 
driven by inquiries from the asset owners who invest with them.
In other types of real assets, specifically sustainable land 
management, the growth of forestry as an asset class has led 
to the development of impact investing products that support 
sustainable timber production. A number of intermediaries in this 
area now seek properties with high conservation value, often in 
partnership with nonprofit organizations or government agencies. 
For example, Lyme Timber clients include a number of mission-
related investors from the foundation endowment community 
and institutional asset owner clients who have invested in the 
fund without intentionally targeting environmental benefits.
Real Estate Impact Investing – CalPERS 
California Urban Real Estate Initiative 
(CURE)
Besides serving the needs of government employees, 
state pension funds can extend their impact by 
allocating a portion of their investments toward the 
state’s underserved communities. Since 1995, the 
California Public Employees Retirement System 
(CalPERS) has made targeted investments in real 
estate projects to revitalize California’s inner-city 
neighborhoods through its California Urban Real 
Estate Initiative (CURE). The program is a major 
component of CalPERS’s ETI goal to invest 2% of the 
fund in programs that enhance economic development 
within the state. CURE focuses its investments 
specifically in underserved urban neighborhoods in 
projects that develop or rehabilitate housing, retail 
space and other properties.
Investments in CURE projects are based purely on 
economic merit, with the same expectations for risk 
and return as other fund investments. But by helping 
to fill the capital gap in this market, CURE projects 
also provide collateral social benefit by creating jobs, 
increasing the supply of moderately priced housing 
and improving the general infrastructure in California’s 
metropolitan areas. To mitigate risk, CalPERS invests 
as a limited partner in collaboration with external real 
estate developers.78
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Private Equity
The field of impact investing has often focused on private equity, 
and particularly early-stage venture capital and “angel” investing, 
as exemplary asset classes. Venture capital funds have emerged that 
focus on new technologies for renewable energy production or 
energy efficiency improvements or support for social enterprises. 
These funds combine a sense of dynamism, the potential for 
scale, tangible social benefits, and close contact between investors 
and investees that have appealed to early adopters of impact 
investing. Though less involved to date compared to these subsets 
of venture capital, private equity also offers limited partners the 
potential for close contact with investees, and the potential for 
targeted investments in job creation, economic development, or 
environmental strategies.
While institutional investors have been less active than their 
counterparts in impact investing in private equity, larger scale 
investments in energy infrastructure, sustainable real estate and 
other real assets often have private equity structures and offer 
institutional asset owners the potential to invest substantial sums 
of money.
Private equity intermediaries (known as general partners, or 
GPs) have also begun to take ESG criteria into consideration 
in investment decisions at the fund level, with funds that target 
impact investing issues including sustainable corporate practices, 
energy efficiency and clean energy production, and labor rights. 
The UN Principles for Responsible Investment has a Private 
Equity work stream that is encouraging the incorporation of 
ESG by GPs, and has developed a guide for limited partners on 
this practice.79 Additionally, the Institutional Limited Partners 
Association published in 2008 a review of best practices for 
the ‘creation, implementation, and development’ of targeted 
private equity programs, recognizing the increase in institutional 
investment and interest in such funds.80
Some of the largest single impact investments have been made 
in private equity. The most notable examples are two CalPERS 
programs: the California Initiative, which directs over $1 billion in 
private equity capital to underserved communities in California, 
and the $600 million Environmental Technology Program that 
aims to support the development of more efficient and less 
polluting products, services, or technologies.81 In the field of 
mission investing, the F.B. Heron Foundation has invested $14.5 
million of its mission-related investing portfolio in six market-
rate private equity funds in California and New York to support 
job growth and the development of workforce housing.82
Additionally, institutional asset owners – especially endowments, 
which have more flexibility and resources for these sorts of complex 
deals – have worked to create their own private equity funds to 
support particular targeted goals. The California Endowment’s 
California Freshworks fund and the Bay Area Transit-Oriented 
Affordable Housing Fund are two such examples of equity-like 
structures designed by institutional asset owners to serve particular 
impact purposes not currently served by existing products.83
When attempting to invest with impact, private equity faces 
challenges as well. While limited partners can have close contact 
with some funds, lack of transparency or governance structures 
can limit partner influence. Careful balancing of fund goals 
with the challenges of deal generation and monitoring are also 
important issues in the relatively illiquid private equity market. On 
the other hand, the potential for longer term time horizons and 
close engagement in private equity investments also offers impact 
investors the opportunity to target high impact strategies.
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Introduction
Institutional investors have a legal duty of loyalty and impartiality 
that requires them to administer funds in the sole interest 
of beneficiaries.85 A high standard of loyalty is the primary 
mechanism for preventing fiduciaries from making decisions that 
benefit themselves or third parties over beneficiaries.86
Fiduciaries are also required to act with prudence and care in 
making investment decisions while tailoring their portfolios to 
suit their unique investment objectives. The duty of prudence 
is based on the premise that portfolio diversification is central 
to performance. Guided by this standard, fiduciaries should 
apply prudence at the portfolio level, as well as at the level of an 
individual investment.
These duties and the corresponding standards of care vary only 
slightly from institution to institution, even though the underlying 
laws that govern different classes of asset owners may differ.
The Duties of Care and Prudence
The fiduciary relationship and standard of care arose from the 
need to protect trust beneficiaries from conflicts of interest and 
the powerful incentive for self-dealing by trustees. Fiduciary 
standards were developed to solve the agency problem: an agent 
(in this case, the trustee) charged with managing assets to suit 
the interests of one or more trust beneficiaries will invariably 
encounter situations that force decisions about how best to 
deploy assets to meet those needs. In some cases, a conflict may 
arise between beneficiaries’ interests and a trustee’s own personal 
economic or professional interests.
In such situations, the highest standard of fiduciary care is required, 
one that places the full force of law behind the protection of 
beneficiaries and their interests. As described by Justice Cardozo, 
it requires a trustee to adhere “to something stricter than the 
morals of the marketplace. Not honesty alone but the punctilio 
of an honor the most sensitive...”87
Within this elevated standard of care, fiduciaries also have the 
duty of prudence in investment, which has evolved over time 
since its origin in traditional English trust law. For example, 
while the standard of care once considered investment in equities 
too risky for fiduciaries, it now accepts the notion that investment 
strategies designed to preserve capital may be more vulnerable 
to certain kinds of risk – namely inflation risk – and that trust 
beneficiaries also have an interest in capital appreciation and 
investment return.
A more flexible standard of prudence, embodied in the American 
Law Institute’s Second Restatement of Trusts, now enables 
fiduciaries to balance the competing interests of beneficiaries in 
capital preservation and appreciation.88
Another important development in trust law comes from 
Modern Portfolio Theory (MPT), a theory of efficient portfolio 
construction that began to gain currency in the latter half of 
the twentieth century. As discussed in this report, MPT relies 
on traditional assumptions about the statistical properties of 
asset prices to demonstrate that portfolio risk can be minimized 
through asset diversification.
The Duties of Loyalty and Impartiality
Regardless of the particular rules that govern their investment 
function, all fiduciaries must also fulfill duties of loyalty and 
impartiality to beneficiaries. These duties apply to all aspects of 
trust management including investment decisions and benefit 
payout. Although concerns about prudence often dominate the 
conversation about fiduciary liability with respect to investment 
decisions, the corresponding duties of loyalty and impartiality 
also factor significantly into these decisions.
The duty of loyalty, often described as the “exclusive benefit” rule, 
requires fiduciaries to administer the trust in the sole interest 
of beneficiaries.89 It derives from the common law of trusts and 
has been integrated into the prudent investment standard and 
relevant statutes. A high standard of loyalty deals directly with 
the problem of trustee conflicts of interests. It generally prohibits 
fiduciaries from making decisions that benefit themselves or third 
parties over beneficiaries.90
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Related to the duty of loyalty is the duty of impartiality, which 
maintains that fiduciaries must deal impartially with all current 
and successive beneficiaries.91 The duty of impartiality may 
appear straightforward, but in practice, impartiality may require 
significant tradeoffs. For example, investments that generate 
the greatest return today may put the corpus at risk for future 
beneficiaries. On the other hand, a conservative investment 
strategy designed to limit investment risk and generate predictable 
income might net lower overall returns and subject the corpus to 
other kinds of risk over time.
Fiduciaries subject to the duty of impartiality must balance 
the competing interests of different classes of beneficiaries 
by developing an investment strategy that matches the trust’s 
objectives, addressing income, risk, and return requirements at the 
portfolio level. By requiring trustees to diversify investments and 
consider an investment’s contribution to the portfolio as a whole, 
Modern Portfolio Theory affords them greater flexibility to deal 
impartially with beneficiaries than previous standards of prudent 
investment.92 At the same time, the theoretical and practical 
limitations of MPT leave considerable room for improvement in 
the way we think about financial performance.
lEgal StandardS – by tyPe of InVeStor 
Although the fundamental duties of all fiduciaries are ultimately 
the same, the legal and institutional contexts of different classes 
of fiduciaries remain varied and complex. The following sections 
provide an overview of the legal environment, including key 
statutes, rules and court decisions surrounding investment by 
four main classes of fiduciaries: private and public pension funds, 
endowments (including universities) organized as charitable 
corporations, and insurers.
Private Pension Funds
The federal laws governing investment activity by private pension 
funds are widely considered the most restrictive, chiefly based on 
their interpretation by federal agencies. The Employee Retirement 
Income Security Act (ERISA), passed by Congress in 1974, is the 
controlling statute for private pension investment and management. 
It is meant to protect plan beneficiaries from abuse and misconduct 
by fiduciaries, and it provides minimum standards for reporting and 
disclosure, participation and vesting, and fiduciary responsibility. 
ERISA applies to employee benefit plans sponsored by any private 
employer or union, and it supersedes existing state laws governing 
investment by private pensions.
At its most basic, ERISA requires plan sponsors to disclose the details 
of a plan to beneficiaries and the government and to adhere to the 
imperatives of fiduciary duty in managing, investing, and distributing 
plan assets. Fiduciaries under ERISA must act according to the “prudent 
man rule,” that is, with care, skill, prudence, loyalty and diligence. The 
statute incorporates an affirmative duty of diversification.
With respect to the duty of loyalty, ERISA charges trustees and 
fiduciaries with administering the plan “solely in the interest of 
the participants and beneficiaries, and for the exclusive purpose 
of providing benefits to participants and beneficiaries…”93 This is 
known as the “exclusive benefit” rule.
Public Pension Funds
The management and operation of public pension plans sponsored 
by government employers is generally subject to state law. 
Although specific investment controls may vary by state, all require 
pension trustees to adhere to the same standards of fiduciary duty 
outlined above. In an effort to harmonize prudent investments 
standardsacross state lines and institutional classes, 47 states have 
adopted the Universal Prudent Investment Act (UPIA).
Like ERISA’s standard of fiduciary behavior, UPIA takes a form of 
Modern Portfolio Theory as the basis for prudent investing, creating 
an affirmative duty of diversification of assets. In full, the UPIA 
enumerates eight specific factors that fiduciaries must take into 
account as part of a prudent investment process, including expected 
total return, economic risks and conditions, and the purpose and 
needs of the trust. By requiring fiduciaries to balance a range of 
considerations, the law provides some flexibility to craft an investment 
strategy that reflects the diverse interests of trust beneficiaries.
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Nonprofit Corporations and Endowments
Charitable endowments organized as nonprofit corporations 
receive somewhat different legal treatment than traditional trusts, 
although the underlying principles of fiduciary duty are ultimately 
the same. Charities, including university and college endowments 
that are organized as corporations, are not considered private 
trusts. Although they may have a mission to serve a subset of the 
general populace – for example, the current and future students of 
a particular college – their beneficiary is the public itself.
In addition to their fiduciary duty as entities formed in the public 
interest, nonprofit corporations also enjoy tax-exempt status in 
exchange for their public welfare benefits. Thus, nonprofit trustees 
are under a dual but sometimes conflicting obligation to invest assets 
prudently in accordance with state corporate law while not jeopardizing 
the organization’s ability to carry out its tax-exempt purposes.94
Insurance Companies
Insurance companies are governed at the state level and are generally 
subject to state corporate law. Corporate officers and directors must 
exercise normal business judgment in managing the company and 
when investing company assets. This “business judgment rule,” as it 
is called, differs from the prudent person standard in that it protects 
directors and officers from liability for their decisions if they can be 
shown to be “disinterested and independent”; in other words, they 
are acting in good faith and not subject to conflicts of interest.
To the extent that they provide retirement and life insurance benefits to 
individuals and families, however, insurers are subject to ERISA and its 
stringent standard of care and prudence. This double standard means 
insurance companies have more latitude in managing their general-
purpose assets than in the assets they manage on behalf of beneficiaries.
imPact at scale  45
The following chart is not meant to be an exhaustive catalogue, 
but rather an illustration of the types of language and policies 
around ETIs that exist for state pension funds across the U.S.
As demonstrated, many states and public pension funds include 
language in laws or investment policies referencing economically 
targeted investments. Each state governs its public pension funds 
differently, with varying language and specificity over allowable 
and prohibited investments.
For the purposes of this report, we have grouped policies related 
to economically targeted and in-state investments into two 
categories—policies that mandate, allow for, or encourage ETIs, 
and those policies that discourage such investments. It is worth 
noting that even those policies that discourage ETIs do not 
explicitly prohibit investments with positive social or environmental 
benefits. In cases like Kansas state law and the Maryland State 
Retirement and Pension System, such investments are required to 
be assessed on economic merits alone, which still allows in-state 
investments with positive social benefits to be considered if they 
meet the financial standards of comparable investments.
The majority of states and pension funds recognize the mutual 
benefits of in-state pension fund investments and explicitly 
encourage such activity, well-illustrated by the Retirement 
Systems of Alabama and Hawaii state law. It is interesting to note 
that, even where states and pension systems appear to have no 
explicit policy on ETIs, some like the Nevada Public Employees’ 
Retirement System, Indiana Public Employees’ Retirement Fund, 
and the Minnesota State Board of Investments have engaged in 
and report on ETIs.
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alaBama
retirement Systems of alabama board investment Policy
Board Obligations
the Systems recognize that a stronger alabama 
equates to a stronger retirement System, and as such, 
investments in alabama businesses are encouraged to 
the extent the investment meets the criteria delineated 
by this policy statement.95
alaSka
alaska Permanent fund state law
Alaska Statute Sec. 37.13.120: Investment 
Responsibilities
(c) the board shall invest the assets of the fund 
in in-state investments to the extent that in-state 
investments are available and if the in-state 
investments:
(1) have a risk level and expected return comparable 
to alternate investment opportunities; and
(2) are eligible for investment of fund assets under (a) 
of this section.96
arizona 
arizona State retirement System state law
Arizona Revised Statutes 38.719 (c)
notwithstanding any other law, investment 
management shall not be required to invest in any 
type of investment that is dictated or required by any 
entity of the federal government and that is intended 
to fund economic development projects, public 
works or social programs but may consider such 
economically targeted investments pursuant to its 
fiduciary responsibility.97
arkanSaS
arkansas State retirement Systems state law
Arkansas Code 24.2.608: Investment authority and 
limitations – Arkansas-related investments.
(a) In acquiring, investing, reinvesting, exchanging, 
retaining, selling, and managing funds held by each 
of the trusts, fiduciaries administering the systems 
shall manage the funds so as to favorably impact 
the economic condition of and maximize capital 
investment in the State of arkansas when appropriate 
investment alternatives are available.
(b) It is the intention of the general assembly that, as 
assets become available for investment, the systems 
shall seek to invest not less than five percent (5%) 
nor more than ten percent (10%) of their portfolios in 
arkansas-related investments.98
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california
california Public employees’ retirement 
System
board investment Policy
Statement of Investment Policy for Economically 
Targeted Investment Program
the target allocation to etIs shall be 2% of fund 
assets…the existence of this Policy shall not be 
construed as a mandate to invest in etI’s, but 
rather should be viewed as an additional set of 
suggested parameters within which to consider such 
investments.99
california State teachers’ retirement System board investment Policy
Policy on California Investments
the goal for california emerging markets investments 
shall be 2% of calStrS’ total investment portfolio. 
the board shall periodically reevaluate the 2% 
goal.100
colorado
Public employees’ retirement association of 
colorado
state law
Colorado Revised Statues 24.51.206
the board shall have complete control and authority 
to invest the funds of the association. Preference shall 
be given to colorado investments consistent with 
sound investment policy.101
connEcticut
connecticut State employees retirement 
System
board investment Policy
Investment Policy Statement, Article XIV
while maintaining the principles of prudent 
investment standards and seeking market returns, the 
crPtf may, as a matter of policy, channel a portion 
of its investments (as agreed to by the treasurer in 
consultation with the Iac) into under-served urban 
and rural markets with a special interest in investment 
opportunity targeted in connecticut, while at the 
same time achieving any necessary geographical 
diversification.102
state law
General Statutes of Connecticut 32.3.13d
among the factors to be considered by the treasurer 
with respect to all securities may be the social, 
economic and environmental implications of 
investments of trust funds in particular securities or 
types of securities.103
florida
florida State board of administration state law
Florida Statutes 215.47 (7)
the State board of administration, consistent with 
its fiduciary duties, may invest up to 1.5 percent of 
the net assets of the system trust fund in technology 
and growth investments of businesses domiciled in this 
state or businesses whose principal address is in this 
state.104
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hawaii
hawaii employees’ retirement System board investment Policy
Hawaii Targeted Investment Program (HiTIP)
the hawaii targeted Investment Program (hitIP) is 
one component of the hIerS private equity portfolio. 
the hIerS has established hitIP to participate 
in attractive long-term alternative investment 
opportunities in emerging growth businesses in traded 
sector industries, emphasizing the greater-hawaii 
geographic region.105
state law
Hawaii Revised Statutes 88.119.11
In evaluating venture capital investments, the board 
shall consider, among other things, the impact an 
investment may have on job creation in hawaii and 
on the state economy.  the board shall report annually 
to the legislature on any hawaii venture capital 
investments it has made; provided that if the board 
determines it is not prudent to invest in any hawaii 
venture capital investments the board shall report the 
rationale for the decision.106
idaho
Public employees’ retirement  
System of Idaho
board investment Policy
V. Asset Class Policies
the fixed Income asset class shall consist of 
investments in mortgages and in both dollar and non-
dollar fixed income securities. mortgages shall consist 
of investments in mortgage backed securities, and 
direct ownership of commercial mortgages through 
the Idaho commercial mortgage Program.107
iowa
Iowa Public employees’ retirement System state law
Iowa Code 97B.7A (2)
consistent with this section, investments shall be 
made in a manner that will enhance the economy of 
this state, and in particular, will result in increased 
employment of the residents of this state.108
board investment Policy
III. K. Social Investing
as fiduciaries, the IPerS Investment board, staff, 
and investment managers must perform their 
duties for the exclusive benefit and in the best 
economic interest of the System’s members and 
beneficiaries. the System and the board will not 
support investment policies or strategies which 
seek to promote specific social issues or agendas 
through investment or divestment of IPerS’ 
assets.109
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kanSaS
kansas Public employees’ retirement System state law
Kansas Statute 74-4921. (3)  
moneys in the fund shall be invested and reinvested 
to achieve the investment objective which is 
preservation of the fund to provide benefits to 
members and member beneficiaries, as provided by 
law and accordingly providing that the moneys are 
as productive as possible, subject to the standards 
set forth in this act. no moneys in the fund shall 
be invested or reinvested if the sole or primary 
investment objective is for economic development or 
social purposes or objectives.110
kEntucky
kentucky State Police retirement System state law
Kentucky Revised Statutes 16.642 (3); Kentucky 
Revised Statutes 78.790
the board, in keeping with its responsibility as 
trustee and wherever feasible, shall give priority to 
the investment of funds in obligations calculated to 
improve the industrial development and enhance the 
economic welfare of the commonwealth.111
kentucky county employees’ retirement 
System
kentucky employees’ retirement System state law
Kentucky Revised Statutes 61.650 (3)
the board, in keeping with its responsibility as 
trustee and wherever consistent with its fiduciary 
responsibilities, shall give priority to the investment of 
funds in obligation calculated to improve the industrial 
development and enhance the economic welfare of the 
commonwealth.112
louiSiana
teachers retirement System of louisiana board investment Policy113
III. Review of Investment Guidelines
as required by act 788 of 2003, the teachers’ 
retirement System of louisiana (“trSl”) board 
of trustees approved the establishment of a pilot 
program for investing in venture capital, emerging 
businesses, and money managers focused on louisiana 
(the “Program”). the Program is intended to enhance 
economic development in louisiana by stimulating job 
creation and capital formation through investments in 
louisiana businesses, as well as result in a market rate 
of return for trSl.114
louisiana State employees’  
retirement System 
state law
Louisiana Revised Statues 11.2.I 266.1(B)
each state public retirement or pension system, 
plan, or fund shall direct at least ten percent of the 
commissions on all trades of domestic equities in 
separately actively managed portfolios and shall 
direct at least ten percent of all trades of domestic 
investment grade fixed income investments in 
separately managed accounts through broker-dealers 
selected on a best bid and offer basis who have been 
incorporated and domiciled in or who have had their 
principal trading operations in louisiana for at least 
two years.115
teachers’ retirement System of louisiana
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maryland
maryland State retirement and Pension 
System
board investment Policy
v. economically targeted investments
It is the position of the trustees that investments 
which are designed to promote or further 
some objective or special interest other than 
the exclusive interest of participants and their 
beneficiaries shall be rejected. trustees are 
cognizant of the desire by interested parties to 
allocate a portion of SrPS’ assets for specific 
or targeted investment programs. the decision to 
fund an etI may occur only after the investment 
is deemed acceptable to the fund exclusively on its 
economic investment merits.116
maSSachuSEttS
massachusetts Pension reserves Investment 
management board
board investment Policy
21. economically targeted investment Policy
In cases where investment characteristics, including 
returns, risk, liquidity, compliance with allocation 
policy, and others, are equal, PrIm will favor 
those investments that have a substantial, direct 
and measurable benefit to the economy of the 
commonwealth.117
state law
Massachusetts General Laws 32.23.2A(h)
Subject to the approval or ratification of the PrIm 
board, the executive director shall invest and 
reinvest such funds held by such board to the extent 
not required for current disbursements, as much 
as reasonably possible to benefit and expand the 
economic climate within the commonwealth so long 
as such is consistent with sound investment policy and 
the other requirements of this section.118
michigan
State of michigan retirement Systems state law
Michigan Compiled Laws 38.1133.3(e)
give appropriate consideration to investments that 
would enhance the general welfare of this state and its 
citizens if those investments offer the safety and rate 
of return comparable to other investments permitted 
under this act and available to the investment fiduciary 
at the time the investment decision is made.119
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miSSouri
missouri State employees’ retirement System state law
Missouri Revised Statutes 105.688 (5)
give appropriate consideration to investments which 
would enhance the general welfare of this state and its 
citizens if those investments offer the safety and rate 
of return comparable to other investments available 
to the investment fiduciary at the time the investment 
decision is made.120
board investment Policy
MOSERS Governance Policy 17.
regarding limitations on delegated authority, the 
executive director may not allow the cIo to make 
investments that are economically or socially 
targeted (etIs or StIs)…the fiduciary principles 
of prudence and exclusive interest of participants 
will not be abrogated or modified in order to 
increase the attractiveness of etIs or StIs…all 
participation should be voluntary on the part of 
the System and should not stem from a legal or 
policy mandate.121
montana
montana board of Investments state law
Montana Code Annotated 17.6.201.3(a) Unified 
Investment program
this section does not prevent investment in any 
business activity in montana, including activities that 
continue existing jobs or create new jobs in montana. 
(b) the board is urged under the prudent expert 
principle to invest up to 3% of retirement funds 
in venture capital companies. whenever possible, 
preference should be given to investments in those 
venture capital companies that demonstrate an 
interest in making investments in montana.122
nEBraSka
nebraska Investment council state law
72-1239.01.3 Nebraska Investment Council
no assets of the retirement systems or the 
nebraska educational savings plan trust shall 
be invested or reinvested if the sole or primary 
investment objective is for economic development 
or social purposes or objectives.123
nEw hampShirE
new hampshire retirement System board investment Policy
II. Investment Oversight Considerations
asset managers and other investment-related 
service providers or opportunities shall be 
evaluated and utilized based on the intrinsic 
merits of the situation and not based on other 
external factors including but not limited to a 
social investing focus or economically-targeted 
objectives.124
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nEw york
new york city employees’ retirement System board investment Policy
Economically Targeted Investing Policy
etIs may cross a variety of asset classes, where 
practical and consistent with the standards in this and 
other policies. the System will seek to achieve a target 
allocation of 2% of assets to etIs.125
new york State common retirement fund state law
N.Y. RSS. LAW § 423-b
the comptroller is hereby authorized to establish 
within the common retirement fund a new york state 
venture capital program for the purpose of investing 
in qualified businesses…the comptroller is authorized 
to invest up to two hundred fifty million dollars of 
assets of the common retirement fund to carry out 
the purposes of this section.  the comptroller shall, 
to the maximum extent practicable, insure that the 
geographic distribution of investments in the program 
is in proportion to the state population.126
north carolina
north carolina retirement System investment board Policy
Investment Policy: Private Equity Program’s 
Innovation Fund
the Innovation fund, a subset of the Private equity 
Investment Program (“PeIP”), is an economically 
targeted Investment (“etI”) fund that is authorized 
to commit up to $250 million over a period of three to 
five years in investment opportunities with significant 
operations in, or significant connections with north 
carolina.127
state law
§ 147-69.7.(5)
may consider benefits created by an investment in 
addition to investment return only if the treasurer 
determines that the investment providing these 
collateral benefits would be prudent even without 
collateral benefits.128
north dakota
north dakota retirement and  
Investment office 
board investment Policy
Investment Policy
where investment characteristics, including yield, risk, 
and liquidity are equivalent, the board’s policy favors 
investments which will have a positive impact on the 
economy of north dakota.129
board investment Policy
Investment Policy
economically targeted investing is prohibited 
unless the investment meets the exclusive benefit 
rule.130
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ohio
ohio Public employees’ retirement System state law
Ohio Revised Code 145.11/3309.15 Investment 
powers and fiduciary duties of board
In exercising its fiduciary responsibility with respect 
to the investment of the funds, it shall be the intent 
of the board to give consideration to investments 
that enhance the general welfare of the state and its 
citizens where the investments offer quality, return, 
and safety comparable to other investments currently 
available to the board.131
School employees’ retirement System of ohio
orEgon
oregon Investment council state law
Oregon Revised Statutes § 293.733 Venture 
Capital Investments
In making and implementing investment decisions 
related to venture capital, the oregon Investment 
council and the investment officer have a duty to 
look first at oregon opportunities for diversification 
unless, under the circumstances, it is not prudent to do 
so. at any given time, the council shall have at least 
$100 million in venture capital investments in oregon 
unless, under the circumstances, it is not prudent to 
do so.132
pEnnSylvania
Pennsylvania State employees’ retirement 
System 
board investment Policy
IV.A. Board of Trustees
the board may, when possible and consistent with 
its fiduciary duties imposed by law, including its 
obligation to invest and manage the fund for the 
exclusive benefit of the members of the System, 
consider whether an investment in any project or 
business enhances and promotes the general welfare of 
the commonwealth and its citizens. where investment 
characteristics, including yield, risk, and liquidity, 
are equivalent, the board’s policy favors investments 
that will have a positive impact on the economy of 
Pennsylvania.133
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rhodE iSland
rhode Island State Investment commission board investment Policy
Statement of Investment Policy for Economically 
Targeted Investing
“the SIc board has developed a Statement of 
Investment Policy related to etIs, allowing up to two-
percent ($135 million) of total pension funds under 
investment to be dedicated to targeted investments. 
the SIc is authorized to invest in a variety of asset 
classes that produce returns commensurate with other 
non-targeted investments, while providing auxiliary 
economic benefits to the State of rhode Island.”134
state law
Rhode Island General Laws § 35-10-13  
Reinvestments directed at job retention and 
creation
the commission is specifically authorized to invest 
state funds or pension funds in investments which are 
intended to retain or create jobs in the new england 
region, but with priority given among the investments 
to the retention and creation of jobs in the state 
of rhode Island…provided, that the total amount 
of all these loans or investments do not exceed at 
the time of making the loan and/or investment five 
percent (5%) of the total funds which are under the 
jurisdiction of the commission.135
South carolina
South carolina retirement System Investment 
commission
state law
South Carolina Code of Laws 9.16.50 (5)
may consider benefits created by an investment 
in addition to investment return only if the 
commission determines that the investment 
providing these collateral benefits would be 
prudent even without the collateral benefits.136
South dakota
South dakota retirement System state law
South Dakota Codified Laws 3.12.117
the assets of the system may not be used as 
venture capital, nor may the assets of the system 
be managed in any manner for the purposes of 
social investment. the State Investment council 
shall invest member trust funds in a manner that 
is solely designed to provide for the exclusive 
benefit of the members and benefit recipients of 
the system.137
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tEnnESSEE
tennessee consolidated retirement System board investment Policy
Investment Criteria
the board and the Investment Staff are aware of 
the desirability of investing within the state whenever 
quality, risk, diversification and potential return 
are equal to or greater than that available on like 
investments outside the state. the investment staff 
should encourage and be receptive to tennessee 
financial proposals.138
tExaS
employees’ retirement System of texas board investment Policy
4.17 Economically Targeted Investments
the board of trustees has a fiduciary duty to 
manage and invest the assets of the funds for the 
exclusive benefit of the Plan beneficiaries. this 
fiduciary responsibility does not allow investment 
decisions to be made solely on non-economic or 
collateral considerations. therefore, etI’s, like all 
investments, will be evaluated on their investment 
merits without consideration of the purpose of any 
secondary objectives.139 
vErmont
Vermont Pension Investments committee board investment Policy
Economically Targeted Investment Policy
VPIc will consider investment opportunities that 
support economic and community benefits within the 
State of Vermont, provided that such economically 
targeted investments (etIs) are consistent with 
VPIc obligations to the members and beneficiaries 
of its participating retirement systems and with the 
standard of care established by the prudent investor 
rule.140
waShington
washington State Investment board board investment Policy
Economically Targeted Investments
the wSIb believes that the state of washington 
remains an excellent place in which to invest a 
portion of the trust funds under management by the 
board, and in fact the board has previously invested 
a significant amount of capital in washington-based 
investments through its real estate, private equity, 
fixed income, and public equity programs. the board 
will continue to seek quality investment opportunities 
within the state in accordance with its established 
policies, statutory mandates, and fiduciary duty.141
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wESt virginia
west Virginia Investment management board board investment Policy
III. Investment Philosophy
consistent with its fiduciary responsibilities 
and the concepts of modern Portfolio theory, 
the board does not and will not systematically 
exclude or include any investments in companies, 
industries, countries, or geographic areas.142
wiSconSin
wisconsin State Investment board board investment Policy
Wisconsin Private Debt and Private Equity 
Portfolios
the wisconsin Private debt Portfolio’s objective is 
to invest funds of the wisconsin retirement System 
in business activities that provide market-rate returns 
consistent with SwIb’s fiduciary responsibilities 
and also to contribute to wisconsin’s economy…
Investments in the wisconsin Private equity Portfolio 
are individually authorized by the trustees, but shall 
be monitored and managed in conjunction with the 
wisconsin Private debt Portfolio. Prior to investment, 
a private equity consultant hired by SwIb will 
review prospective investments and confirm that new 
investments meet a prudent investor standard.143
state law
Wisconsin Statute 25.17.70
no later than december 31 of every even-numbered 
year, submit to the governor and to the presiding 
officer of each house of the legislature a plan for 
making investments in this state. the purpose of the 
plan is to encourage the board to make the maximum 
amount of investments in this state.144
wyoming
wyoming retirement System state law
Wyoming Statutes 9-3-440 (v)
may consider benefits created by an investment in 
addition to investment return only if the trustee 
determines that the investment providing these 
collateral benefits would be prudent even without the 
collateral benefits.145
imPact at scale  57
rePort
1  Saltuk, y. (2011), Insight into the Impact Investment market: an In-depth analysis of Investor Perspective and over 2,200 transactions, J.P. morgan and the 
gIIn, available at: http://www.thegiin.org/cgi-bin/iowa/resources/research/334.html
2  most notably: mercer. (2012), through the looking glass: how Investors are applying the results of the climate change Scenarios Study, available at: www.
mercer.com/articles/1406410  
deutsche asset management. (2009), Investing in climate change 2009 – necessity and opportunity in turbulent times, available at: www.db.com/presse/en/
content/press_releases_2008_4143.htm
3  united nations Principles for responsible Investing, Publications, available at: www.unpri.org/publications
4 uneP-fI asset management working group. (2005),  a legal framework for the integration of environmental, social and governance issues into institutional 
investment, pg. 102-116.
5  hebb, t. (2008), no Small change: Pension funds and corporate engagement, cornell university Press and Porter, m. (1995), the competitive advantage of the 
Inner city, harvard business review, no. may/June.
6 towers watson. (2011), global Pension asset Study, available at: www.towerswatson.com/assets/pdf/3761/global-Pensions-asset-Study-2011.pdf
7 International financial Services london. (2009), fund management, available at: www.altassets.com/pdfs/ifsl_fundmanagement_2009.pdf
8  responsible endowments coalition. home Page, available at: http://www.endowmentethics.org/
9  foundation center. (2009), aggregate fiscal data by foundation type, 2009, fc Stats, available at: www.foundationcenter.org/findfunders/statistics/pdf/01_
found_fin_data/2009/02_09.pdf
10  Pennsylvania house of representatives. (2010), frankel: governor Signs law to divest funds from Iran, Sudan, available at: www.pahouse.com/pr/023070210.asp
11  database of State Incentives for renewables and efficiency. montana renewable resource Standard, available at: www.dsireusa.org/incentives/incentive.
cfm?Incentive_code=mt11r&re=1&ee=1
12  uSda and hhS. (2010), new release: obama administration details healthy food financing Initiative, available: www.hhs.gov/news/
press/2010pres/02/20100219a.html 
13 29 u.S.c. § 1104 : u.S. code - Section 1104: fiduciary duties.
14 9 2c.f.r. § 2509.94-1. economically targeted Investments (Social Investing).
15 29 c.f.r. § 2509.08-1. Supplemental guidance relating to fiduciary responsibility in considering economically targeted investments.
16  Social Investment forum foundation. (2009), Investment consultants and responsible Investing: current outlook and Practice in the united States, available 
at: www.community-wealth.org/_pdfs/articles-publications/sri/paper-voorhes.pdf
17  u.S. Small business administration. (2011), Press release: Sba licenses first Impact Investment fund in michigan, available at: www.sba.gov/content/sba-
licenses-first-impact-investment-fund-michigan and Invest michigan! mezzanine fund, available at: www.investmichiganfund.com/mezzanine/
18  Invest michigan! mezzanine fund. (2011), Press release: michigan business first in country to benefit from new Impact Investment Initiative, available at: 
www.investmichiganfund.com/mezzanine/press/2011-07-26_dow.php
19  Invest michigan! mezzanine fund. Portfolio, www.investmichiganfund.com/mezzanine/portfolio/
20  h.r. 402- national Infrastructure development bank act of 2011, available at: www.opencongress.org/bill/112-h402/show
21 cdfI fund. new market tax credit Program.  www.cdfifund.gov/what_we_do/programs_id.asp?programId=5
22  Solar energy Industries association. (2011), the case for the Solar Investment tax credit, available at: www.seia.org/galleries/pdf/the_case_for_the_Solar_
Investment_tax_credit.pdf  
Solar energy Industries association. Solar Policies: the Investment tax credit (Itc). www.seia.org/cs/solar_policies/solar_investment_tax_credit
23  american recovery and reinvestment act of 2009, available at: www.frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_public_
laws&docid=f:publ005.pdf 
u.S. department of the treasury. (2011), recovery act: build america bonds, available at: www.treasury.gov/initiatives/recovery/Pages/babs.aspx 
u.S. treasury department office of Public affairs. build america bonds and School bonds: Investing in our States, Investing in our workers, Investing in our 
kids, available at: www.sde.state.ok.us/finance/recovery/pdf/buildamericabonds/factsheet.pdf 
u.S. treasury department. (2011), treasury analysis of build america bonds Issuance and Savings, available at:  www.treasury.gov/initiatives/recovery/
documents/babs%20report.pdf 
ang, a. (2010), building america bonds, nber working Paper no. 16008, available at: www.nber.org/papers/w16008
24  u.S. green building council. Policy and government resources. available at: www.usgbc.org/displayPage.aspx?cmSPageId=1779
25  u.S. general Services administration. Sustainable design Program, www.gsa.gov/portal/content/104462
26  brown, k. (2001), expanding affordable housing through Inclusionary Zoning: lessons from the washington metropolitan area, the brookings Institution 
center on urban and metropolitan Policy, available at: www.brookings.edu/es/urban/publications/inclusionary.pdf 
department of housing and community affairs. mPdu Program Summary and background, www.montgomerycountymd.gov/dhctmpl.asp?url=/content/dhca/
housing/housing_P/mpdu/summary.asp 
common Interest. Inclusionary housing in montgomery county, md, available at: www.snrpc.org/workforcehousing/development/marylandInclusZoning.pdf
27  u.S. Securities and exchange commission. (2010), Sec Issues Interpretive guidance on disclosure related to business or legal developments regarding 
climate change, available at: www.sec.gov/news/press/2010/2010-15.htm 
efstathiou, J. (2010), Sec Sets corporate climate-change disclosure Standard, bloomberg, available at: http://www.bloomberg.com/apps/news?pid=newsarchiv
e&sid=aj7r1g1QkIiQ
28  organization for economic co-operation and development. Size of Public Procurement market, available at: www.oecd-ilibrary.org/sites/gov_glance-2011-
en/09/01/index. 
html;jsessionid=us2jjljdwu7x.delta?contenttype=&itemId=/content/chapter/gov_glance-2011-46-en&containerItemId=/content/
serial/22214399&accessItemIds=/content/book/gov_glance-2011-en&mimetype=text/html
7.  endnotes
58 imPact at scale
29  army energy Initiatives task force. www.armyeitf.com/about.html 
brewin, b. (2011), army Seeks $7.1b in Private Investment for renewable energy Power Plants, nextgov, available at: www.nextgov.com/nextgov/
ng_20110816_7799.php?oref=topnews 
crowe, r. (2011), the uS army has the ‘land and the demand’ for renewable energy, renewable energy world, available at: www.renewableenergyworld.com/
rea/news/article/2011/08/the-us-army-has-the-land-and-the-demand-for-renewable-energy 
lafontaine, d. (2011) army explores alternative energy with hydrogen fuel cells, available at: www.army.mil/article/69520/army_explores_alternative_energy_
with_hydrogen_fuel_cells/ 
hargreaves, S. (2011), for the military clear energy Saves lives, cnn, available at: money.cnn.com/2011/08/17/technology/military_energy/index.htm
30  u.S. economic development administration. (2010),  u.S. eda Partners with Portland State university to develop economic tool to assess Impact of 
economic development activities, available at: www.eda.gov/newsevents/Pressreleases/orportlandtriplebottom101810
31  for insight into this episode from rohatyn himself, see: rohatyn, f. (2010) dealings: a Political and financial life, Simon &Schuster
32  community development financial Institutions fund. available at:: www.cdfifund.gov
33  cdfI. community development financial Institutions Program, available at: www.cdfifund.gov/what_we_do/programs_id.asp?programId=7
34  general board of Pension and health benefits of the united methodist church. Positive Social Purpose, available at: www.gbophb.org/sri_funds/social.asp 
wespath Investment management. Positive Social Purpose lending Program, available at: www.wespath.com/investment_philosophy/positive_social_purpose/
35  the carsey Institute. financial Innovations roundtable: annual meeting, available at: www.carseyinstitute.unh.edu/fir.html
aPPendix a
36  S. Prakash Se. (2005) Investing in Socially responsible companies is a must for Public Pension funds – because there is no better alternative, Journal of 
business ethics, vol. 56, pp. 99-129
37  lydenberg, S. (2011), IrI working Paper: Investment beliefs Statements, Initiative for responsible Investment, available at:  hausercenter.org/iri/wp-content/
uploads/2011/09/IrI-Investment-beliefs.doc 
koedijk, k. (2011), Investment beliefs: a Positive approach to Institutional Investing. 
koedijk, k. (2010), Investment beliefs that matter: new Insights into the Value drivers of Pension funds, rotman International centre for Pension 
management: toronto university.
38  lydenberg, S. (2009), markets at risk: the limits of modern Portfolio theory, 2009 Summit on the future of the corporation, Paper no. 6, available at: www.
domini.com/common/pdf/markets-at-risk.pdf
39  bernstein, P. (1992) capital Ideas: the Improbable origins of wall Street, wiley.
40  uneP-fI asset management working group. (2005), a legal framework for the Integration of environmental, Social and governance Issues into Institutional 
Investment, pg. 102-116.
41  asset management working group of the un ePfI. (2009), fiduciary duty: legal and practical aspects of integrating eSg issues into institutional investment, 
available at: www.unepfi.org/fileadmin/documents/fiduciaryII.pdf 
42  Stetson, a. and m. kramer (2008), risk, return and Social Impact: demystifying the law of mission Investing by u.S. foundations
43  hawley, J., k. Johnson, and e. waitzer. (2011), reclaiming fiduciary duty balance, International Journal of Pension management, Vol. 4, Issue 2, pg. 4-16. 
clark, g. (2011), fiduciary duty, Statute, and Pension fund governance: the Search for a Shared conception of Sustainable Investment, oxford university 
center for the environment, available at: papers.ssrn.com/sol3/papers.cfm?abstract_id=1945257
44  wooley, P. (2009), why are financial markets so inefficient and exploitative – and a suggested remedy, the future of financial markets: the lSe report, london 
School of economics, chapter 3.
45  lawrence, S. and r. mukai. (2011), key facts on mission Investing, foundation center, available at: foundationcenter.org/gainknowledge/research/pdf/keyfacts_
missioninvesting2011.pdf
aPPendix b
46  Investor network on climate risk. Investors act on climate change at un Summit on climate risk and energy Solutions, www.ceres.org/incr/
47  mercer. (2011), climate change Scenarios- Implications for Strategic asset allocation, available at: www.ifc.org/ifcext/sustainability.nsf/attachmentsbytitle/p_
climatechangeSurvey_report/$fIle/climatechangeSurvey_report.pdf
48  lifsher, m. (2011), california Invests in ‘green’ bonds, la times, available at: latimesblogs.latimes.com/money_co/2011/12/california-buys-green-bonds.html
49  Principles for responsible Investment. www.unpri.org/principles
50  florida house of representatives. (2008), cS/Sb 2310-economic Stimulus, http://www.myfloridahouse.gov/Sections/bills/billsdetail.aspx?billId=38899
51  fl State board of administration. www.sbafla.com/fsb 
52  florida State Senate. (2008) Press release: Senator ring Passes economic Stimulus bill Promising high tech Investments and high Paying Jobs in florida, 
available at:  www.cftlawnews.com/index.php?cmd=article&id=2099
53 florida growth fund. floridagrowthfund.com/default.aspx 
54  washington State Investment board. (2006), economically targeted Investments, available at: www.sib.wa.gov/information/pdfs/policies/2_05_600.pdf 
55  the general court of massachusetts. (2010), an act relative to economic development reorganization, available at: www.malegislature.gov/laws/Sessionlaws/
acts/2010/chapter240
56  calPerS. (2011), Press release: calPerS targets $800 million for Investment in california Infrastructure, available at: www.calpers.ca.gov/index.jsp?bc=/
about/press/pr-2011/sept/ca-infrastructure.xml 
57  Ibid.
58  the f.b heron foundation. mission-related Investing, www.fbheron.org/programs/investing.html
59 meyer memorial trust. mission related Investing, www.mmt.org/node/901
60  for more on mission investing see: www.moreformission.org
61  dinger, f. (2010), Seattle u’s Investment in energy company under review, Seattle university news, available at: www.su-spectator.com/news/seattle-u-s-
investment-in-energy-company-under-review-1.1485822#.tyhvIcwxS58
62  macalester college. community bank Partnership, available at: www.macalester.edu/cec/civicengagement/universitybank.html
63  winthrop rockefeller foundation. (2010) revitalizing the rural South, available at: www.wrfoundation.org/assets/files/pdfs/Partners%20in%20Progress%20
-%20Southern.pdf
64  w.k. kellogg foundation. mission-driven Investing, mdi.wkkf.org/our-Investments/Investments.aspx?p=&ftl=cash&s=&ga=&ac={7d56211c-fc9f-4f19-abde-
0c9b15ac44d6}
65  State of wisconsin Investment board. (2004), Press release: expanded Investment board’s cd Program Supports local communities, available at: www.swib.
state.wi.us/04cd_program.pdf
imPact at scale  59
66 Invest in Iowa. (2002), State treasurer begins cutting edge way to Invest in Iowa, available at: https://www.bidiowa.com/cd/news/announce.html
67 Iowa treasurer of State. Investment Policy for the Pooled money fund, available at: http://www.treasurer.state.ia.us/investments/pooled.cfm
68  State of wisconsin Investment board. (2001), wisconsin Private debt, available at: http://www.swib.state.wi.us/privatedebt.aspx
69  canadian labour and business centre. capital that works! Pension funds and alternative Strategies for Investing in the economy, available at: http://www.nald.ca/
library/research/clbc/capital/11.html
70  general board of Pension and health benefits. Positive Social Purpose (PSP) lending Program, http://www.gbophb.org/sri_funds/social.asp 
wespath Investment management. Positive Social Purpose lending Program: lending with Purpose – a Powerful Investment alternative, http://www.wespath.
com/investment_philosophy/positive_social_purpose/
71  afl-cIo housing Investment trust, http://www.aflcio-hit.com/wmspage.cfm?parm1=885 
72  glass lewis. (2011), weekly Proxy bulletin, available at: http://www.glasslewis.com/downloads/1480-221.pdf 
the guardian. bP investors poised to voice anger at executive bonuses, april 9 2011, available at: http://www.guardian.co.uk/business/2011/apr/10/bp-investors-
anger-executive-bonuses
73  global reporting Initiative, https://www.globalreporting.org/
74  International Integrated reporting council, http://www.theiirc.org/ 
Interfaith center on corporate responsibility, http://www.iccr.org 
ceres, http://www.ceres.org/
75  uS Social Investment forum. letter dated July 21, 2009, available at: http://ussif.org/documents/eSg_letter_to_Sec.pdf
76  Initiative for responsible Investment at harvard university. global cSr disclosure requirements, available at: http://hausercenter.org/iri/?page_id=596
77  university of oxford. (2004), u.S. Public Sector Pension funds and urban centralization: an overview of Policy and Programs
78  hebb, t. (2005), Pension funds and urban revitalization, harvard law School and oxford centre for the environment, available at: http://urban.ouce.ox.ac.uk/
wpg05-16.pdf
79  Principles for responsible Investing. Private equity work Stream, available at: www.unpri.org/privateequity/ 
Principles for responsible Investing. (2011), responsible Investment in Private equity: a guide for limited Partners, available at: http://www.unpri.org/files/
lp_guide_2.pdf
80  International limited Partners association. (2008), targeted Private equity Investment Programs: common best Practices in the creation, Implementation and 
development of targeted Programs. Presented to the IlPa rbS committee for dissemination to members
81  california Public employees’ retirement System (calPerS) Investment office. letter to members of the Investment committee, april 11, 2011. available at: http://
www.calpers.ca.gov/eip-docs/about/board-cal-agenda/agendas/invest/201104/item06a-00.pdf 
calPerS aIm environmental technology Program, available at: http://www.calpers.ca.gov/index.jsp?bc=/investments/environ-invest/aim-environ-tech-prog/home.xml
82  the f.b. heron foundation. recent Investments, http://www.fbheron.org/grants_and_investments/recent_investments.html
83  freshworks, http://www.cafreshworks.com/about 
aPPendix c
84  with thanks to contributing editor Sarah Sullivant.
85  american law Institute. (1992). restatement of the law (3rd) of trusts §227
86  29 u.S.c. § 1104 : uS code - Section 1104: fiduciary duties. (employee retirement Security act).
87  meinhard v. Salmon, 164 n.e. 545. (n.y. 1928).
88  haskell, Paul d. (1990), the Prudent Person rule for trustee Investment and modern Portfolio theory. north carolina law review, 69:87.
89  Ibid. §170 (1).
90  29 u.S.c. § 1104 : uS code - Section 1104: fiduciary duties. (employee retirement Security act).
91  american law Institute. (1992). restatement of the law (3rd) of trusts. §183, §232.
92  Ibid. §170 (1).
93  29 u.S.c. § 1104(a): uS code - Section 1104: fiduciary duties. (employee retirement Security act).
94  I.r.c. § 4944(a)(1): “If a private foundation invests any amount in such a manner as to jeopardize the carrying out of any of its exempt purposes, there is 
hereby imposed on the making of such an investment a tax equal to 10 percent of the amount so invested for each year (or part thereof) in the taxable period.”  
an exception to this rule exists for investments made primarily for the purpose of advancing charitable purposes of the organization, and not for financial profit. 
these are commonly known as program-related investments.”
aPPendix d
95  retirement Systems of alabama. Investment Policies and Procedures, available at: http://www.rsa-al.gov/Investments/Investment%20Policy/rSa%20
Investment%20Policy.pdf
96 alaska Permanent fund corporation. alaska constitution and law Pertaining to the Permanent fund, available at: http://www.apfc.org/home/content/  
 aboutaPfc/constandlaw.cfm 
97  arizona State legislature. 38-719. Investment of monies; limitations, available at:  www.azleg.state.az.us/formatdocument.asp?indoc=/ars/38/00719.
htm&title=38&doctype=arS
98  arkansas code, available at: www.lexisnexis.com/hottopics/arcode/default.asp
99  ca Public employees’ retirement System. (2009), Statement of Investment Policy, available at: http://www.calpers.ca.gov/eip-docs/investments/policies/
shareowner/eco-target-inv-prg.pdf
100 calStrS. (2001), teachers’ retirement board Investment committee, available at: http://www.calstrs.com/about%20calstrs/teachers%20retirement%2board/
agendas/bod1001pdf/ic1008.pdf
101  colorado Public employees’ Public retirement association. (2011), colorado Pera law, available at: http://www.copera.org/pdf/5/5-6.pdf
102  State of connecticut retirement Plans and trust funds. (2002), Investment Policy Statement, available at: http://www.state.ct.us/ott/pensiondocs/IPS.pdf
103  State of connecticut general assembly. chapter 32 treasurer, available at: http://www.cga.ct.gov/2011/pub/chap032.htm
104  the florida Senate. (2011), 215.47 Investments; authorized securities; loan of securities, available at: http://flsenate.gov/laws/Statutes/2011/215.47
105  hawaii erS. (2009), hawaii targeted Investment Program, available at: http://ers.ehawaii.gov/Publications/rfPInv2011/botPolicyProc200607/hIerS%20
-%20hawaii%20targeted%20Investment%20Program%20-%20revised%202009-03-09.pdf
106  hawaii State legislature. §88-119  Investments, available at: http://www.capitol.hawaii.gov/hrscurrent/Vol02_ch0046-0115/hrS0088/hrS_0088-0119.htm
107  Idaho Public employee retirement System. (2006), Statement of Investment Policy, available at: http://www.persi.idaho.gov/investments/base_plan_investment_
policy.cfm;http://www.persi.idaho.gov/documents/legislativemap08-30-11.pdf
108  Iowa Public employees’ retirement System. 97b.7a Investment and management of retirement fund, available at:  http://coolice.legis.state.ia.us/cool-ice/
default.asp?category=billinfo&service=iowacode&ga=83&input=97b#97b.7a
109  Iowa Public employee’s retirement System. (2011), IPerS’ Purpose and Principles, available at: http://www.ipers.org/publications/misc/pdf/financial/
investments/policies/goalpolicy.pdf
110  kansas legislature. article 49.- Public employees retirement Systems, available at: http://kslegislature.org/li/b2011_12/statute/074_000_0000_
chapter/074_049_0000_article/074_049_0021_section/074_049_0021_k/
111 kentucky legislature. (2011), kentucky revised Statutes, available at: http://www.lrc.ky.gov/krs/titles.htm
112  Ibid.
113  this investment policy is dated august 2010. the pilot program appears to have been let expire in 2010 by the legislature, and does not seem to have been 
renewed. the louisiana State employees’ 
retirement System Investment Policy, dated august 2011, makes no mention of in-state investments. It is unclear if either plan has continued making in-state 
investments of this type. 
louisiana State employees’ retirement System. (2010), Statement of Investment objectives, available at:  http://www.lasersonline.org/uploads/
InvPolSectiona082011approved.pdf
114  teachers’ retirement System of louisiana. (2010), Investment Policy, available at: http://trsl.org/uploads/file/Investments/inv_policy.pdf
115 louisiana State employees retirement System. §266.1.  Investment through louisiana incorporated and domiciled broker-dealer, available at:  http://legis.la.gov/
lss/lss.asp?doc=208033
116  maryland State retirement and Pension System. (2011), Investment Policy manual, available at: http://www.sra.state.md.us/agency/Investment/downloads/
InvestmentInterimPolicymanual.pdf
117  massachusetts Pension reserves Investment management board. Investment Policy, available at:  http://www.mapension.com/index.php/download_file/view/139/84/
118  the general court of massachusetts. general laws, available at: http://www.malegislature.gov/laws/generallaws/PartI/titleIV/chapter32/Section23
119  michigan legislature. Section 38.1133 Public employee retirement System Investment act, available at: http://www.legislature.mi.gov/
(S(qorhai3c2msrxr3z1z5brl2k))/mileg.aspx?page=getobject&objectname=mcl-38-1133
120  missouri general assembly. Investment fiduciaries, duties, available at: http://www.moga.mo.gov/statutes/c100-199/1050000688.htm
121  m  oSerS. Investment Policy, available at: https://www.mosers.org/Investments/Investment-Policy.aspx
122  montana board of Investments. 17-6-201. unified investment program -- general provision, available at: http://data.opi.mt.gov/bills/mca/17/6/17-6-201.htm
123  nebraska Investment council. (2009), chapter 72 Public lands, buildings, and funds, available at: http://law.justia.com/codes/nebraska/2009/chapter72/72-1239_01.html
124  new hampshire retirement System. (2008), Statement of Investment Policy, available at: http://www.nhrs.org/Planadministration/documents/Statement_of_
Investment_Policy.pdf
125  new york city employees’ retirement System. (2005), economically targeted Investment Policy, available at: http://urban.ouce.ox.ac.uk/nyc-ers.pdf
126  new york common retirement fund. §  423-b., available at: http://public.leginfo.state.ny.us/lawSSeaf.
cgi?QuerytyPe=lawS+&Querydata=$$rSS423-b$$@txrSS0423-b+&lISt=law+&browSer=browSer+&token=29425074+&target=VIew
127  north carolina department of State treasurer. Investment Policy Private equity Program’s Innovation fund, available at: http://www.nctreasurer.com/nr/
rdonlyres/968563e6-7a31-4523-8dec-01774f43d8c3/4460/InvestmentPolicyforthePrivateequityInvestmentProgr.pdf
128  north carolina general assembly. § 147-69.7.  discharge of duties to retirement Systems, available at: http://www.ncga.state.nc.us/enactedlegislation/Statutes/
html/bySection/chapter_147/gS_147-69.7.html
129  nd retirement and Investment office. (2011), Investment Section, available at: http://www.nd.gov/rio/SIb/Publications/cafr/annualreport-Investment.pdf
130  Ibid
131  la writer. ohio laws and rules, available at: http://codes.ohio.gov/orc
132  oregon legislative assembly. § 293.796 findings regarding venture capital for new businesses, available at: http://www.oregonlaws.org/ors/293.796
133  Pa State employees’ retirement System. (2009), Statement of Investment Policy, available at: http://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web
&cd=4&ved=0cd0Qfjad&url=http%3a%2f%2fwww.pema.state.pa.us%2fportal%2fserver.pt%2fdocument%2f1079764%2fstatementofinvestmentpolic
y042909_pdf&ei=lvwZt9m0b8_Ztwfxwb2tcw&usg=afQjcngzn6xepnf7ntdnoPsr_tbyvoQdPQ&sig2=w2-zaexuwnPzmweP0xaI3g
134  Pr newswire. (2010), caprio: State Investment commission adopts locally targeted Investment Policy, available at: http://www.prnewswire.com/news-releases/
caprio-state-investment-commission-adopts-locally-targeted-investment-policy-85363852.html
135  rhode Island State Investment commission. title 35: Public finance, available at: http://www.rilin.state.ri.us/statutes/title35/35-10/35-10-13.htm
136  South carolina legislature. South carolina code of laws, title 9-retirement systems available at: www.scstatehouse.gov/code/t09c016.php
137  South dakota legislature. South dakota codified laws, 3-12-117, available at: http://legis.state.sd.us/statutes/displayStatute.aspx?type=Statute&Statute=3-12-117
138  the tennessee consolidated retirement System. (2011), Investment Policy, available at: http://treasury.tn.gov/tcrs/Pdfs/InvPol2011.pdf
139  employees retirement System of texas. (2011), Investment Policy, available at: http://www.ers.state.tx.us/about_erS/erS_Investments/erS_Investment_Policy/
140  Vermont Pension Investment committee. (2009), Policy and Procedures, available at: http://www.vermonttreasurer.gov/sites/treasurer/files/pdf/retireVPIc/
policy/2-006_economicallytargetedInvestments.pdf
141  washington State Investment board. (2006), economically targeted Investments. available at: http://www.sib.wa.gov/information/pdfs/policies/2_05_600.pdf
142  west Virginia Investment management board. (2011), Investment Policy Statement, available at: http://www.wvimb.org/wvimb/files/investment-policy-statement.pdf
143  State of wisconsin Investment board. (2011), Investment Policy, objectives and guidelines, available at: http://www.swib.state.wi.us/investment_guides.pdf
144  wisconsin State legislature. 25.17 Powers and duties of board, available at: docs.legis.wisconsin.gov/statutes/statutes/25/17
145  wyoming legislative Service office. article 4 – retirement, 9-3-401, available at: http://legisweb.state.wy.us/statutes/statutes.aspx?file=titles/title9/t9ch3ar4.htm 
Printed on finch fine paper manufactured with 100% certified sustainable and post-consumer fiber, 66% on-site renewable energy, and elemental chlorine-free pulps.
51 federal Street
Suite 100
San francisco, ca 94107
p (415) 442-4300
f  (415) 442-4313
harvard kennedy School
79 Jfk Street
cambridge, ma 02138
p (617) 495-1904
f  (617) 495-0996
 
im
P
a
c
t
 a
t
 s
c
a
l
e
:  P
o
l
ic
y
 in
n
o
v
a
t
io
n
 f
o
r
 in
s
t
it
u
t
io
n
a
l
 in
v
e
s
t
m
e
n
t
 w
it
h
 s
o
c
ia
l
 a
n
d
 e
n
v
ir
o
n
m
e
n
t
a
l
 b
e
n
e
f
it
